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One decision the wise employer 
leaves to his secretary 


HIS IS OUR PLEA for your secretary. Let her pick her own type- 
i writer . . . as a favor to her that will turn into a favor for you! 
Why? Because she'll do better work faster on the machine of her 
choice, the one that suits her style of typing best. And it’s only human 
nature for a spirited, competent young woman to show greater loyalty to 
that employer who respects her wishes in such an important matter as 
the make of machine she uses. 
So, if it’s new-typewriter time in your office, let your secretary decide! 


Less physical effort on the Royal. Whether her typing touch is light 
or heavy, a simple twist of Royal’s Touch Control* dial will adjust the 
keys to her exact pressure. To change margin stops, just flick the 
MAGIC* Margin lever, and—click . . . it’s set! Changing ribbons, too, 
is only a matter of moments on a Royal. No messy fingers! 

Less nerve and eye strain. On the Royal, no flashing type bars blur 
the eyes. Nor does the carriage clatter and pop up when the shift key is 
struck. The Royal has a quiet, locked, bob-less shift. Finger-comfort 
keys and Royal’s no-glare finish eliminate dancing light reflections. 


ROYAL worto’s numeer 1 TYPEWRITER 


* Trade-marks Reg. U. S. Pat. Off. 
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Are you faced with the problem of retyping cumula- 
tive reports each month? Abolish that! Take the Ditto 
_ Master of January’s report, add February’s figures, 
_ and there are your February reports! The same for 
March, the same for April—and so on. No re-writing! 
Throughout accountancy the same Ditto magic 
works for you—through every single accounting 
operation from shipping platform to payroll. 
But you must see the work and examine the Ditto 





' ‘Methods to realize Ditto’s usefulness. Use coupon for 
_ _ idea-literature, and actual forms in use today. They 
"point the way to personal opportunity for many! oe 


The new Ditto D-44 with automatic electric feed is the ace duplicator. 
300 or more bright copies from one typed, written or drawn original... 
70 copies a minute... without type, stencil or ink... in 1 to 4 contrasty 
colors at once. That’s performance! {Old duplicators, any make, are worth 
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cash on a trade-in.} : 
FREE! Actual samples of accounting forms, bulletins, 1 DITTO, Inc., 613 S. Oakley Blvd., Chicago 
order and billing sets in use today. Use the coupon! 1 
ACCOUNTANTS: Get “The New Trend in Accounting— ; Gentlemen: Without obligation please send me: 
eee Order-Billing.”’ Authoritative, useful—free. ; ( ) New D-44 Dara. 
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sonal acquaintances to suggest a plan of 
accounting training, your attention is 
called to the educational organization of 
the International Accountants Society, Inc. 

The five men composing the Executive 
Educational Committee are responsible 
for I.A.S. educational activities and pol- 
icies, with particular reference to text 
material, research, standards, and tech- 
nical methods. 

The sixteen Certified Public Account- 
ants composing the I.A.S. Faculty are 
actively engaged in preparing text ma- 
terial, 
grading students’ papers. Some give their 
time and attention exclusively to I.A.S. 
work. Others who are.in actual practice 
of public accounting or corporation ac- 
counting, devote only part time to the 
work. Each subscriber secures the advan- 
tage of having his examinations handled 
by instructors from both groups. 

The forty members of the Advisory 
Board are outstanding Certified Public Ac- 
countants, business executives, attorneys, 
and educators, who counsel with the 
I.A.S. management, upon request, with 
respect to technical accounting, educa- 
tional, and business matters 
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MEETINGS 
OF CONTROLS 


Say 
+ December 


December 3—Buffalo, Twin 
Cities 





December 4—Connecticut 
December 5—Philadelphia 
December 9—Kansas City 


December 10—Cincinnati, 
Cleveland 


December 11—Baltimore, De- 
troit, Indianapolis 


December 12—Dayton, Mil- 
waukee 


» [December 17—Chicago, New 
England, Syracuse 


December 18—District of Co- 
lumbia 


December 19—Los Angeles, 
New York City, San Francisco 


December 23—St. Louis 


December 30—Pittsburgh, 
Rochester 


DS January 
january 7—Buffalo, Twin Cities 


anuary 8—Baltimore, Con- 
necticut, Detroit 


january 9—Dayton, Philadel- 
phia 





january 13—Kansas City 


january 14—Cincinnati, Cleve- 
land, Milwaukee 


January 16—Los Angeles, New 
York City, San Francisco 


january 20—Syracuse 





January 21—New England 


january 27—Pittsburgh, St. 
Louis 


January 28—Chicago, District of 
Columbia 


January 29—Indianapolis, Roch- 
ester 


NOTE: The above are the scheduled 
lates. Some changes may be made. 











Some Thoughts 


for Controllers 


The possibilities of inflation coming 
in the near future, and of its effects, are 
of great concern to controllers. This 
subject is covered in masterful style and 
in considerable detail in an article by Dr. 
Walter E. Spahr, which is featured in this 
issue. A careful reading of this article will 
keep controllers posted on this subject. 

A widening of exemptions from regis- 
tering smaller issues is announced by the 
Securities and Exchange Commission. 

A timely discussion of the accounting 
problems involved in the construction of 
emergency plant facilities is presented, 
from the pen of Mr. W. M. Shanahan of 
the Consolidated Aircraft Corporation. 

The question of the retention on 
books of account, of figures showing 
actual investment cost, is discussed by 
the Committee on Technical Informa- 
tion and Research, of The Controllers 
Institute of America. 

Controllers are reminded that scien- 
tists, more often than economists, lead 
the way out of depressions, in a paper 
by W. C. Gaugloff, Ph.D., chemical di- 
rector of the Drackett Company of 
Cincinnati. 

The Government wants more account- 
ants to act as field auditors, it is an- 
nounced. The Government may be in 
competition with controllers, in the 
scramble for competent help. 

How a controller may make himself 
more useful to his management, an ever 
present subject, is discussed by Mr. J. A. 
Donaldson, controller of Butler Brothers, 
Inc. of Chicago. Mr. Donaldson is a 
former president of the Chicago Control. 

President V. L. Elliott, of The Con- 
trollers Institute of America, urges con- 
trollers to keep their companies’ accounts 
on a conservative basis and thus avert 
inflationary tendencies and avoid post- 
rearmament heartaches. 

It is announced that a book describ- 
ing a simplified cost accounting proced- 
ure is to be published in the spring. 

The wide scope of the work of The 
Controllers Institute of America is em- 
phasized in the index of articles published 
in this magazine in 1940, which appears 


in this issue. 








Publications 


CONTROLLERS 
INSTITUTE OF AMERICA 


“Controllership: Its Functions and 
aaa By John H. MacDon- 
ald. 


1940 144 pages $2.08 


“One Hundred Questions and Prob- 
lems on Controllership.” A booklet 
by John H. MacDonald. A com- 
panion booklet to the above. 


1940 48 pages $1.00 


“War Problems of Business As the 
Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 


1940 72 Pages $1.25 


“Suggestions for Improvement in the 
Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with 
the Treasury Department, of The 
Controllers Institute of America. 
October, 1939 20 Pages $1.00 


“Budget Methods and Procedures of 
Manufacturing Companies.” A re- 
se of a Conference of Control- 
ers. 


June, 1939 40 Pages $1.00 


“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 
November, 1938 24 Pages 75¢ 


Earlier Publications 
(Still in Print) 


“Budgeting for Control.” An address 
by Henry D. Minich, Chairman of 
Research Council. 

1932 16 Pages 25¢ 


“Appraisals and Property Account- 
ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 
1932 12 Pages 50¢ 


Year Books: 1932, 1933, 1934, (1935 
and 1936 out of print) 1937, $2.00. 
1938, $2.50. Year Book of 1939, 
$2.50. 


“The Controller’: All issues since 
February, 1934, to date, with excep- 
tion of May, 1934, February, 1936, 
September, 1937, May and October, 
1939 issues, which are out of print. 
50¢ Each. 


Duties of Controller: A single sheet, 
presenting the definition by The Con- 
trollers Institute of America, of the 
duties of a controller. Sent free upon 
request. 
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LE-ditortal Comment 


HE tenth anniversary of the formation of The 
Controllers Institute of America will be ob- 
served next fall, at the time of the annual meeting 
of The Institute on September 29 and 30 and Octo- 
ber 1. It seems difficult to realize, especially for 
those who have been so deeply engrossed in the 
furtherance of pressing undertakings in the field 
of controllership, that The Institute is in its tenth 
year, and that it has a membership of close to 1,500 
—virtually a blue book of American business. 
Looked at from another angle, however, The In- 
stitute might be regarded as fifty years of age; that 
is, from the point of view of accomplishment. 
Controllers should make their plans now to at- 
tend and have a part in that tenth anniversay observ- 
ance. They owe it to their calling. But it is not neces- 
sary to urge the rank and file of controllers to attend. 
Their interest in their calling and in its development 
has served through the years to bring out repre- 
sentative assemblages at the annual meetings. The 
tenth annual meeting will take place in New York 
City, at the Waldorf-Astoria Hotel. 


5 ess long-awaited report of the Securities and 
Exchange Commission on the hearings in the Mc- 
Kesson and Robbins Company’s case has made its 
appearance. It will be studied closely by controllers 
generally, and will of course become a guide to all 
public accountants. The printed report contains 501 
pages. Whether controllers, individually or through 
their national organization, will wish to comment on 
the conclusions reached by the Commission, remains 
to be seen. There has not been time as yet to digest 
the conclusions. 

One very significant sentence fairly leaps out of 
the printed pages of conclusions. It refers to the 
failure of the public accounting firm which was 
involved, to “uncover the gross overstatement of 


420 


assets and of earnings in this case,” and adds that 
such failure “should not, in our opinion, lead to 
general condemnation of recognized procedures for 
the examination of financial statements by means of 
tests and samples.” In other words the procedure 
which were in force were adequate, if applied. 

The Commission announces in this report that it 
will not at this time prescribe specific rules and regu. 
lations to govern the auditing steps to be performed 
by accountants in certifying financial statements to 
be filed with the Commission. That body intimates 
that it will be observing the effects of certain change 
which it recommends, in procedures to be followed 
by public accountants. Controllers have a deep inter 
est in the matter, as it is recognized that it is their 
accounting records, their systems of internal check 
and control, their balance sheets, profit and loss ac 
counts and analyses of surpluses—in short thei 
work—which is being audited. They know full wel 
that if they are proficient in carrying out this portion 
of their routine tasks, the public accountants wil 
feel that they are on safe ground and will not be 
compelled to duplicate work already performed 
under the controllers’ direction. 


LSEWHERE in this section we present a lettet 
from Mr. L. G. Ihrig, of the Egry Register Com 
pany, Dayton, Ohio, commending the editorial pub 
lished in our November issue, in which we asked 
controllers to take stock of themselves and of thei 
positions and duties in their companies, to make sutt 
that they were living up to the standards set by The 
Controllers Institute of America. If our message 
serves to focus attention on this problem of what tht 
controller’s position really is, in a given company, 
great good will have been accomplished. 
The message is one which perhaps should have 
been addressed to managements, for it is boards 0 
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directors, presidents, executive committees and ma- 
jority stockholders who determine what the control- 
ler’s functions shall be. Surely managements could 
benefit by having a clear picture of these matters. 
Just as a physician has a passion to cure and to 
heal, so a controller has a passion to effect savings 
for his company, to prevent unwise and unnecessary 
expenditures, to reduce costs in all departments, and 
to conserve its assets. The more efficient the control- 
ler, the lighter the burden on the public accountant. 
That is axiomatic. Conservation of the assets of the 
concern, and full disclosure of the progress and con- 
dition of the enterprise, are the objectives. They 
should be reached as inexpensively as possible. 
There are no differences of opinion on these 
points, as between controllers and public account- 
ants, who as a rule work in complete harmony after 
understandings have been reached as to how dupli- 
cation of work may be avoided. The fact can not be 
overlooked that public accountants have for years 
been performing some functions for thousands of 
business concerns which are now looked upon and 
recognized as controllership functions. Naturally, as 
more and more concerns establish controllership de- 
partments and install trained, efficient technicians as 
controllers, the controllership functions which pub- 
lic accountants were performing, because it seemed 
to be the best if not the only arrangement possible 
under earlier conditions, are brought back within the 
companies and given to controllers to handle. The 
Institute has stimulated this trend by defining the 
duties and responsibilities of a controller and by urg- 
ing that managements and controllers come to an 
understanding as to exactly what the scope of the 
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To the Editor: 

Your editorial in the November issue of THE Con- 
TROLLER, focusing attention on the definition of the duties 
of a controller, merits a lot of compliment because of the sub- 
ject selected, its timeliness and the fact that it is well writ- 
ten. It will require, however, additional good editorials 
such as this and the employment of other methods to bring 
to controllers the realization that a mere definition of the 
duties of a controller, promulgated by The Institute, will be 
of little value without action on the part of controllers to 
bring within their sphere of influence the functions which 
properly belong to the controller. 

It is generally conceded that the duties and responsibilities 
of every department of business should be definite and dis- 
tinct; the obligations and the authorities of the officers and 
departmental managers should be clearly defined. 

Too frequently, however, these persons do not know their 
duties and responsibilities and the limits of their authority 
and discretion. It is therefore desirable for controllers to in- 
form themselves and educate their own businesses relative 
to the functions of a controller and to assume the duties as 
rapidly as these duties can be brought under their supervision. 

It is not only correct from an organization viewpoint that 
these functions be brought where they properly belong, but 
it is important to the individual controller to have the func- 
tion, for which he is held responsible by at least a part of the 
general public, under his jurisdiction. 

Not only should these functions and responsibilities, which 
properly belong under the supervision of the controller, be 
placed under his direction and control, but he should have 
the necessary power and authority properly to execute these 
functions. 

All these things can not be accomplished immediately. It 
will be a slow process of education and change, but control- 
lers should have a clear understanding of what their job 
should be and should work to that end. Your editorial will 
be helpful. Controllers generally are perhaps too complacent 
and their lethargy needs to be disturbed. ‘This you have done. 





controller’s work is to be. L. G. IHRIG 
Contents for December, 1940 
PAGE PAGE 
Editorial Comiments xo. <6 .oe.s0 a ends waeere Cornseke 420-421 How Can Controller Better Serve the Management of His 
@ ¢ ee on et, De, Sn Re rr 4 
What Can Be Done by Our Gogernment To Avoid In- a i ill ee a eek 56 
flation Losses? ......- 6. cece sere ce eee e eee ees 422 Brief Items from Here and There of Interest to Con- 
Securities Commission Widens Exemptions from Regis- trollers and Financial Officers............------ 438-439 
; aha 2 
SNE HR IE soe os eer ne ow eee nee - Reviews of Recent Business Publications.............. 446 
Emergency Plant Facilities Present Complex Accounting 
BOR sche os cra at cee ey tae aad ite sre neta e es 429 Biaties of -au@ontrollet. .. .. oe. ccc nca couse aoeees 450 
Retention on Books of Actual Investment Cost Essential 431 Pe a ee eee ee eer fe 451-452-453 
Scientists, More Often Than Economists, Lead Way Out 
ORO RISDESHON Gare cations aac crcky oe oie 433 Jndex: of Weat's Anticlés ..0..0...0 0h vee oog eee eaee 454-459 





One East Forty-second Street, New York, N. Y. 
the act of March 3, 1879. Subscription $4.00 a year. 





VoLuME VIII, No. 12 


THE ConTroLLER. Published monthly by The Controllers Institute of America. Publication office, American Building, Brattleboro, Vt. Editorial offices, 
Entered as second class matter at the postoffice, Brattleboro, Vermont, September 1, 1937, under 
Single copies, 50 cents each. 


pleased to review manuscripts submitted for publication, but will not be responsible for loss in transit or otherwise. The views expressed in the various 
articles are those of the Authors, not necessarily those of The Controllers Institute of America. ARTHUR R. TucKER, Editor. 
Copyright, 1940, Controllers Institute of America. Printed in U. S. A. December, 1940 | 


Advertising rate card upon application. The editor will be 


















1. The Bases of a Sound Gov- 
ernment Program 


In his radio address following the 
election, Mr. Willkie made five sug- 
gestions as guides to the federal gov- 
ernment in undertaking our armament 
program. I should like to use these 
as a text. He stated the five proposi- 
tions as follows: (1) Cut to the bone 
federal expenditures, except those for 
defense and necessary relief; (2) in- 
duce private capital to build plants and 
new machinery; (3) levy taxes so as 
to approach as nearly as possible the 
pay-as-you-go plan; (4) take the brakes 
off private enterprise; (5) change gov- 
ernment’s punitive attitude towards big 
and little business. 

Mr. Willkie did not state the order 
in which each of these five proposi- 
tions should be undertaken. I should 
like to suggest that, as a sound method 
of procedure, these five basic consider- 
ations be approached in the following 
order: 


ORDER OF APPROACH 


(1) The government should abandon 
its punitive attitude towards business and 
adopt instead an attitude of understand- 
ing and cooperation. 

(2) The government should take the 
brakes off private enterprise and encour- 
age it to expand its productive activities 
in every way that is legitimate. 

(3) .It should remove the obstructions 
to the freer and proper flow of private 
capital into private enterprise. 

(4) It should cut federal expenditures 
to the bone, excepting those necessary 
for defense and relief. 

(5) As business expansion gets under 
way, as the unemployed are absorbed, and 
as national income begins to increase, 
then steps should be taken to increase 
taxes in an effort to check more effec- 
tively a mounting deficit. 


I am well aware of the current dis- 
cussions regarding the advisability of 
raising taxes quickly and sharply in 
order to meet more effectively the 
mounting expenditures of the govern- 
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ment, to check inflationary tendencies, 
to make the present generation pay for 
its own protection, and to make the 
advocates of spending realize what this 
spending really means. Even though 
I think I am well aware of the dangers 
of inflation and of the weight of some 
of these other arguments, I believe that 
certain other considerations come first. 
Had our productive machinery been 
operating near its maximum capacity 
at the time we launched out on this 
armament program, had labor been 
fully employed and wages relatively 
high, and had tax rates not already 
been high, then I should have attached 
more importance to these conventional 
arguments in behalf of higher taxes at 
this stage of the program. But in the 
light of our production, employment, 
and tax structure, I believe that there 
is a sounder program to pursue. 

The first and foremost considera- 
tion is to get our productive machinery 
running at full blast, a major thought 
in this connection being that the unem- 
ployed employables must first be put 
back to work. After the unemployed 
are again employed, then we should 
begin to think about raising taxes and 
taking vigorous steps to counteract in- 
flationary tendencies. 


HeEAvy TAXES May IMPEDE 
EXPANSION 


Heavy taxation at an early stage may 
impede the expansion of production, 
perpetuate unemployment, and hold 
down the national income out of which 
our taxes must be paid. It should be 
quite clear that as productive activity 
increases, and as people are reem- 
ployed, the national income will in- 
crease and the tax receipts of the gov- 
ernment at present rates also will 
increase. These are all proper develop- 
ments and should be encouraged rather 
than discouraged. It also should be 
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recognized that the government would 
in effect be increasing its tax receipts 
by having people reemployed and 
taken off relief rolls. As a matter of 
fact the government has no clear idea 
as to what its tax receipts might be 
under these far more favorable condi- 
tions, and it would seem unwise to step 
up tax rates until the government 
learns more about what its tax receipts 
would be under such conditions. It is 
quite possible that certain taxes and tax 
rates should be removed, reduced, or 
changed in order to encourage the ex- 
pansion of business. 

Put very briefly, the important thing 
is to increase production, employment, 
and national income before the tax 
burden is increased; and, when these 
increases in taxes and tax rates take 
place, they should rest upon scientific 
bases designed more to produce reve- 
nue, with the least social disadvantages 
and the maximum social justice, than 
to punish or penalize or give effect 
to some socialistic theory involving the 
ultimate destruction of private saving 
and the capitalistic system. If the gov- 
ernment is at the same time careful to 
reduce all expenditures which are as- 
sociated with peace-time public im- 
provements and the recent pump-prim- 
ing enterprises, it is quite possible that 
the deficit would be much narrower 
than we now seem to anticipate. Not 
nearly enough attention is being given 
to the reduction of what are really un- 
necessary government expenditures. It 
is stupid for the government to increase 
the tax burdens on the people while at 
the same time it shows no disposition 
to economize and continues with its 
various programs of wasteful and un- 
necessary expenditures. 


Not PossinLE To MEET Cost Now 
Although we hear much discussion 


of the pay-as-you-go plan, the fact of 
the matter is that we shall not be able 
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to pay as we go in financing this pro- 
gram of armament. The best that we 
can do is to narrow the deficit as much 
as possible in accordance with the poli- 
cies indicated ; and tax rates should not 
be increased in accordance with some 
of the current popular notions when 
it can be demonstrated that these in- 
creases will impede our productive ac- 
tivity. One of the surest ways to make 
the next generation bear an excessive 
part of the burden for our present 
spending orgy is to obstruct produc- 
tion, perpetuate or increase unemploy- 
ment, and restrain the expansion of our 
national income from which greater 
government revenues may ultimately 
be obtained. 

It is not only important that produc- 
tion be expanded to the point of ab- 
sorbing all the unemployed employ- 
ables but it is important that it be ex- 
panded to a degree that would reveal 
a distinct scarcity of labor, so that when 
the armament program comes to an 
end, and soldiers and others are re- 
turned to private life, they can be ab- 
sorbed by private industry. This is 
doubtless an ideal that can not be fully 
achieved, but it is an ideal at which we 
should aim; and to the extent that we 
approach it, we shall be prepared to 
minimize the shock and readjustment 
which will come with the termination 
of the armament program. 


2. The Matter of the Debt 

Limit 

The debt limit is nothing but a 
warning signal set up for the benefit 
of those who are unwilling or unable 
to add up the total debt. Its virtue, if 
any, seems to lie in the fact that when 
we run into the debt limit the public is 
made aware of the fact and perhaps 
can be aroused to an awareness of the 
significance of its size. But we all know 
that when we reach the debt limit we 
raise it to some higher point; and 
when we reach the new high limit we 
probably shall raise it still further. If 
we raise the limit often enough, we 
probably will become so accustomed to 
it that we can bring ourselves to re- 
move it altogether without any great 
shock to our mental equilibrium. 


France used to have a rigid limit on 
the issue of bank notes, but when she 
became involved in the first World 
War she raised the limit eleven times 
between 1914 and 1920—from 6.8 
billion francs to 43 billion francs. It 
is quite possible that we may travel 
the same road with respect to our debt 
limit; in any event, the nation is prob- 
ably not as excited over the fact that 
Secretary Morgenthau is now propos- 
ing that we raise the limit to 65 bil- 
lion dollars as it was when he suc- 
ceeded in having the debt limit raised 
from 45 to 49 billion dollars last June. 
I should not be surprised if it were not 
just as wise for Congress to remove the 
debt limit altogether and thus provide 
the American people with whatever 
shock they can get out of such an ex- 
perience. It is quite possible that they 
can be shocked more easily now than 
later. 

I question the value of the debt 
limit; it seems to me that it is a device 
appropriate only for a week-minded 
people. If Congress raises the debt 
limit to 65 billion dollars, we shall 
probably say to ourselves that we are 
now all right and will be on safe 
ground so long as we do not exceed 
the 65 billion dollar limit. My guess is 
—and I grant that it may be wrong— 
that if the limit were removed now the 
American public, without any signs to 
guide them, might exercise more care 
than if this movable debt limit were re- 
tained. The problems lie in other direc- 
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tions, and it is on those that we should 
concentrate our attention. 


3. What About Inflation? 


A very large proportion of the cur- 
rent discussions of inflation is mean- 
ingless for the reason that the term in- 
flation is generally used with vagueness 
and often in a wide variety of senses. 
I shall use the term in a very specific, 
and I think practical, sense: I define it 
as that condition which exists when 
purchasing power, either in the form 
of money or credit, has been so ex- 
tended that it can not be paid at matur- 
ity without loss. In so far as credit in- 
flation is concerned, I am thinking of 
unpayable debts. Under this definition, 
the extent of inflation is measured by 
the losses directly attributable to the 
inflationary procedure. 

Inflation as a fact—that is the extent 
of inflation—is not to be confused 
with an inflationary procedure which 
results in a condition of inflation. Fur- 
thermore, both inflationary procedure 
and inflation as a fact are concerned 
with individual transactions and the 
prices of individual commodities rather 
than with the price level. Under this 
definition, inflation can and does exist 
regardless of whether the price level is 
rising, or is steady, or is falling. Fur- 
thermore, it is to be noticed that every 
extension of credit is an inflationary 
procedure; whether or not inflation 
will in fact exist will depend upon 





legislators. 


can be aroused. 
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whether the debt can be liquidated 
without loss at the date of maturity. 
Since losses are injurious, inflation is 
a bad thing; and this is the only reason 
why inflation is a bad thing. 

This definition of inflation points to 
experiences that we all recognize, and 
it has the advantage of not confusing 
inflation with an inflationary procedure 
and with the movement of the price 
level which, after all, is nothing but a 
mathematical abstraction of a multi- 
tude of individual prices. Probably all 
of us recognize that a common notion 
of inflation is that the price level must 
rise, although on second thought we 
should realize that, even though the 
price level from 1923 to 1929 was not 
only fairly steady but sagged some- 
what it was supported by a tremendous 
volume of inflation which became pain- 
fully apparent when people had to 
liquidate under the falling prices 
which followed the crash of 1929. 


HAvE LONG ENGAGED IN 
INFLATIONARY PROCEDURES 


This definition of inflation reveals 
what is important for us to recognize 
at the present time—namely, that for 
some years we have been engaging in a 
very pronounced and far-reaching in- 
flationary procedure. This shows it- 
self principally in the extent to which 
the government has led banks to create 
deposits against the government’s defi- 
cit—a banking asset which could not 
possibly liquidate the deposits resting 
upon it. The inflationary procedure 
is apparent, or should be apparent, to 
all. But the extent of the inflation— 
that is, the extent of the losses which 
will grow out of this procedure—has 
not become apparent and may not be- 
come apparent for many years. 

About all that we can say regarding 
the government deficit and borrowing 
of recent years is that we have been en- 
gaging in an unprecedented inflation- 
ary policy which is daily becoming 
more pronounced and which in time 
may result in some very unfortunate 
consequences. By this procedure the 
government has created a huge volume 
of inflammable material. The spark that 
may set off the explosion is to be found 
in the destruction of the people’s confi- 
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dence in the fiscal soundness of our 
federal government. It is for this im- 
portant reason, among others, that the 
hope of our economic future is to be 
found in increased production, in- 
creased employment, a much greater 
national income, larger tax receipts 
resting on a larger national income, 
and rigid economy on the part of the 
federal government. 

There are certain other things of a 
very concrete nature which can be un- 
dertaken to minimize the inflationary 
procedure and the dangers of inflation 
which we face as a nation: 


To MINIMIZE 
DANGERS OF INFLATION 


(1) Serious efforts should be made 
to bring the federal budget under bet- 
ter control. As matters stand, appar- 
ently little serious thought is given by 
the administration to the question of 
the federal budget. This is probably 
because the budget has been unbal- 
anced throughout all the years of the 
present administration which has been 
dominated by the notion that there are 
great virtues to be found in heavy gov- 
ernment spending and deficit financ- 
ing. The administration seems to have 
adopted the point of view that a bal- 
anced budget is a matter of little im- 
portance. Now that the deficit must be 
larger than ever, it will be easy for 
both the government and the general 
public to throw up their hands and to 
make no serious effort to come as 
close as possible to a balanced budget 
through careful fiscal management. 

The answer to this state of affairs 
is that even greater care should be de- 
voted to this increasingly serious situa- 
tion. Many people have been shouting 
“Wolf!” “Wolf!” just as Mr. Roose- 
velt shouted it in 1932; but now we 
seem to be saying that there is no wolf 
or that, by some mysterious favor of 
Providence, who we seem to assume 
extends special favors to Americans, 
we shall be saved from the wolf which 
has finally cornered so many other 
profligate spenders. 

Only recently we have been treated 
to the spectacle of a group of econo- 
mists, both in and outside the govern- 
ment, urging that the lack of recovery 








during recent years was due to the fact 
that government spending was not suf- 
ficiently heavy. 

These people should be reminded of 
the fact that we recovered quickly from 
the recession of 1920-1921 without 
embarking upon a program of govern- 
ment spending and by pursuing a pro- 
gram of government economy, and 
that the very sharp recovery during 
the four months of March, 1933-July, 
1933, came about at a time when it 
was generally supposed that this ad- 
ministration was embarking upon a 
program of government economy. 

The public should also understand 
that, since we have launched out on 
this program of government spending, 
supposedly designed at least in part to 
prime the economic pump, the velocity 
of our currency has fallen to the lowest 
level on record. From 1929 to July, 
1940, the velocity of deposits in the 
banks in 101 reporting cities declined 
73.3 per cent., while demand deposits 
increased 55 per cent. and the money 
in circulation increased 75 per cent. 
During the period of the New Deal 
pump-priming program, in which gov- 
ernment spending was such an impor- 
tant item in total expenditures, the dol- 
lar had an efficiency of only one-fourth 
to one-third of what it had in 1929. 
The velocity of demand deposits in 
these 101 cities was fifty times pet 
year in 1929. In February, 1940, it 
was down to 13.19, the lowest on re- 
cord; and in July, 1940, it was 13.38, 
just slightly above the lowest point on 
record. Even debits to individual ac- 
counts, which are our deposits multi- 
plied by their velocity, were, in July, 
1940, 58 per cent. below the level of 
1929. 


PuBLIc’s LACK OF 
CONFIDENCE REVEALED 


This low velocity of money and 
great drop in debits to individual ac- 
counts revealed the lack of confidence 
on the part of the general public. It is 
also to be explained by the fact that a 
large proportion of the government's 
spending was designed to place money 
in the hands of consumers directly, and 
was wasteful and unproductive. Fur- 
thermore, any stimulation that should 
have been experienced by the heavy 
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goods industries was apparently more 
han offset by other repressive and op- 
pressive governmental policies. Indus- 
ty is stimulated and the velocity of 
money increases when government 
sending stimulates the heavy goods 
industries. An armament program in- 
variably stimulates these industries, 
ind we are now seeing the stimulating 
dfect in operation. This is such a 
common experience that even the lay 
public takes it for granted. Neverthe- 
less the fact is that the government has 
been unwilling in the past few years 
to direct its spending program in a 
manner that would stimulate the heavy 
goods industries and thus reduce 


spread unemployment. 

The chief evidence, therefore, which 
refutes the contentions of those who 
till argue the benefits of the continua- 
tion of the government spending pro- 
gram, such as we have experienced in 
recent years, is to be found in the per- 
istence of widespread unemp’>yment, 
in an extremely low velocity of cur- 
rency, in a lack of recovery in many of 
our major industries, in our low na- 
tional income, and in our huge deficits 
and debt despite relatively heavy and 
extensive taxes. 

Stimulation will now come as a part 
of the armament program, but along 
with it should come not a continuation 
of the preceding policies of govern- 
ment spending, except as relief is abso- 
lutely necessary, but a cessation of the 
profligate wasting of the nation’s patri- 
mony and a careful stimulation of that 
portion of private industry not en- 
gaged in the armament program. In 
other words, we should work for wide- 
spread prosperity, the elimination of 
unemployment, and a most rigid sort 
of government economy. Along with 
these should come a carefully con- 
structed tax program designed to raise 
a much revenue as possible without 
deterring the expansion of business ac- 
tivity. It is out of these basic elements 
that a balanced budget will ultimately 
emerge. 


SHOULD ENCOURAGE 
SOUND USE OF CREDIT 


(2) In the second place, the Fed- 
ttal Reserve authorities should use the 





sharply, if not completely, the wide- - 


instruments of credit control at their 
disposal in order to encourage the efh- 
cient and sound use of credit. At the 
present time the powers of the Reserve 
authorities are greatly weakened be- 
cause of the huge volume of surplus 
reserves at the disposal of the member 
banks which free them from depend- 
ence upon the Federal Reserve banks, 
and, consequently, from much of the 
control which normally can be exer- 
cised over them by the Reserve authori- 
ties. Because of this situation we need 
to amend the Federal Reserve Act so 
as to give the Board of Governors the 
power to raise reserve requirements to 
any height which seems advisable. In 
this manner the Reserve authorities can 
reduce the surplus reserves of the mem- 
ber banks and bring them under a 
more rigid control. We must not for- 
get that the time to exercise these con- 
trols is during a period of business and 
credit expansion. The controls which 
the Reserve authorities could exercise, 
if given this additional power, would 
probably be the most beneficial ones at 
the disposal of the nation. 

(3) The silver purchase program of 
the government should be terminated, 
since it contributes to an unnecessary 
expansion of our currency at a time 
when our currency supply is already 
dangerously large. Furthermore, this 
expansion is fundamentally of an un- 
sound—that is, inflationary—nature 
because it has given rise to an issue of 
greatly overvalued silver certificates 
resting upon a cheap silver to which 
the Treasury has given an artificial 
value. 

(4) Congress should reclaim the 
monetary powers which it so unwisely 
delegated to the President and the Sec- 
retary of the Treasury. The President 
and the Secretary should be deprived 
of the power to devalue our currency 
still further, to issue greenbacks, and to 
institute bimetallism. Considering the 
great volume of inflammable monetary 
material at the disposal of this nation, 
it is very important at this time that the 
administration be deprived of the 
power to add to this supply. If the debt 
increases and foreign currencies con- 
tinue to depreciate, it is quite possible 
that the administration may use its 
powers to devalue the currency still 
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further in order to reduce the deficit 
and to pursue further the fallacious 
notion that our currency should accom- 
pany the weaker currencies in their 
downward course. 

While, under the present law, the 
President can devalue the dollar only 
down to 50 per cent. of its pre-1933 
weight, it should not be forgotten that 
Section 8 of the Gold Reserve Act of 
1934 gives the Secretary of the Treas- 
ury the power to place any price on 
gold that he chooses. It seems per- 
fectly clear, therefore, that, without any 
action on the part of Congress, the ad- 
ministration could write off the debt by 
marking up the price of gold. I do 
not anticipate that the administration 
will engage in such an indefensible 
monetary policy; nevertheless, we have 
experienced something of this sort in 
the past, and Congress should see to it 
that all these monetary powers are now 
reclaimed so that their use may be 
more carefully guarded. 

(5) To curtail somewhat the infla- 
tionary procedure involved in the crea- 
tion of bank deposits against the gov- 
ernment’s deficit, the Treasury ought, 
in the future, to attempt to sell its 
securities to private investors rather 
than to the banks; and, if banks can 
find opportunities for increasing their 
loans to private enterprise, the govern- 
ment securities now held by the banks 
should be transferred to private inves- 
tors as rapidly as possible. In this way 
we would tend to escape further mone- 
tization of the national debt and 
would, instead, be transferring the sav- 
ings of the people to the government 
without adding through an inflationary 
process to the currency supply of the 
nation. 


4. The Question of Price- 

Fixing 

There is current today a widespread 
notion that we should embark upon a 
program of price control and price-fix- 
ing in an effort to avoid rising prices. 
I should challenge this notion as a gen- 
eral proposition. It is quite probable 
that cases will arise in which it will be 
socially desirable to establish priorities, 
perhaps to engage in some rationing 
programs, and we may even go so far 
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as to sequester and commandeer goods 
in the interest of completing the arma- 
ment program as quickly and as effi- 
ciently as possible. 

I should like to point out, however, 
that, when competition prevails, prices 
are fundamentally a thermometer re- 
cording the state of supply and demand 
with respect to each commodity, that 
these prices themselves are a potent 
force in properly rationing commodi- 
ties and services, that prices for some 
are costs for others, that the price struc- 
ture is too intricate for any administra- 
tive body to understand or to control 
effectively, and that the administrative 
machinery involved in price control is 
all out of proportion to any beneficial 
results that may be achieved. 

I should say, therefore, that the 
chief problem is to keep the forces of 
competition operating freely rather 
than to engage in elaborate schemes of 
price-fixing. Furthermore, we must not 
forget that rising prices do not neces- 
sarily mean inflation. The important 
thing in this respect, and the best pos- 
sible protection against an inflated con- 
dition in private enterprise, is to see to 
it that all credit extended can be liqui- 
dated at the date of maturity even 
though prices may be falling sharply 
on the day of the settlement. As prices 
rise, all lenders should exact a larger 
margin of security as an insurance that 
the current debt will be liquidated 
without loss. It is here and in this 
procedure that credit inflation in pri- 
vate enterprise is avoided. 


5. The Gold Problem 


We have been discussing, and are 
still discussing, the so-called gold 
problem, although it should be appar- 
ent that there is great vagueness as to 
what the gold problem actually is. I 
should say that there is no gold prob- 
lem except as it reveals itself in the sur- 
plus reserves of our banking system; 
and if the Federal Reserve authorities 
are given the power to absorb these 
reserves, then the gold problem will 
have disappeared. 

Furthermore, there should be no 
post-war gold problem of any impor- 
tance. Mr. Goldenweiser, Director of 
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Research for the Board of Governors 
of the Federal Reserve System, has estt- 
mated that, since devaluation of the 
dollar on January 31, 1934, something 
more than three-fourths of our gold 
imports have been due not to an excess 
of exports over imports but to the de- 
sire of European countries to deposit 
their gold in a safe place and to pile up 
bank deposits which may be used at 
some future date. Just as such a large 
proportion of our gold came in for 
these reasons, so a very large propor- 
tion of it can go out at the close of the 
war without being used to increase our 
imports over our exports. Further- 
more, we shall probably aid European 
countries in reconstruction through the 
making of loans, and this should re- 
sult in an additional outward move- 
ment of our gold. The general public 
do not seem to realize that the gold 
now held by our government is held 
as an asset against corresponding lia- 
bilities, and that our government is not 
free to use this gold for the various 
purposes which are frequently sug- 
gested. 

Then we have been hearing much 
about the possibility that Germany may 
destroy the value of our gold. While 
it seems that this fantastic notion has 
passed its peak of interest to the Amer- 
ican people, just as we have seen many 
other money allusions come and go, 
there are yet a large number of people 
who still earnestly contend that if Ger- 
many is successful in this war she will 
probably resort to barter and thus de- 
stroy or impair the value of our gold 
stock. Regarding this frequent conten- 
tion, I should like to call to your atten- 
tion the statement recently made by fif- 
ty-four monetary economists, most of 
whom would be regarded as outstand- 
ing authorities in the country. 

The statement, issued by the Econ- 
omists’ National Committee on Mon- 
etary Policy, is headed: “Why Ger- 
many Cannot Impair or Destroy the 
‘Value’ of Our Stock of Gold.” It 
reads: 


The undersigned members of the Econ- 
omists’ National Committee on Monetary 
Policy believe that recent German threats 
and statements regarding the possibility 
of that country impairing or destroying 








the value of the gold stock of the United 
States warrant a statement of assurance 
to the American people. Both the German 
statements and much of the discussion of 
the subject in this country involve ip. 
consistencies and confusion of thought, 
particularly with repect to the meaning 
of the “value of gold.” 
The phrase “value of gold” can have 
definite meaning only in one of the fol- 
lowing three senses: 
I. The “value of gold” may mean the 
gold dollar price of a fine ounce of gold. 
For example, an ounce of pure gold will 
now make 35 gold dollars of 13.714+ 
grains fine or 15-5/21 grains nine-tenths 
fine. The “value” of gold in this sense 
is merely a question of the amount of 
gold in our standard gold dollar, a matter 
lying solely within the power of Con. 
gress. 
There is nothing about the European 
situation that could force Congress to 
change the size of our standard monetary 
unit so long as Congress desires to con- 
tinue with the present standard gold dol- 
lar and so long as this country possesses 
an adequate supply of gold to meet the 
demands made upon its gold reserves, 
(The President still has power, delegated 
by Congress, to change the number of fine 
grains in our gold dollar, within specified 
limits.) The United States maintained a 
gold dollar of 25.8 grains nine-tenths 
fine over a period of 97 years (1837. 
1934), during which time this country 
went through a civil war, and a multitude 
of changes took place throughout the 
world. The gold dollar price of gold is 
a matter of our own legislation; it is not 
a question of what happens in the mar- 
ket place; and, so long as the United 
States is a sovereign nation and has an 
adequate supply of gold, there is no rea- 
son why any event in Europe should 
cause our government to change the 
weight of our standard monetary unit. 
II. The “value of gold” can refer to 
its value in terms of nongold currencies. 
But when nations suspend specie pay: 
ments and resort to cheaper currencies, 
the price of gold (with unimportant ex 
ceptions in the world’s history) rises; it 
does not fall. This principle is clearly il 
lustrated by foreign exchange rates 4 
they prevail throughout the world today. 
There is no reason to believe that Get 
many could for long make an inconvert 
ible paper mark as valuable as a gold 
mark. If we sell her an article wort 
one of our gold dollars, she can not com 
pel us to take in payment her papet 
mar’:s merely because she says a cettaif 
number of them should be equal in valut 
to our gold dollar. As a matter of fact 
her paper currency today is of such ut 
certain value that there are no regula! 
foreign exchange quotations of it. The 
popular notion that Germany can impaif 
or destroy the value of gold in terms 0 
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inconvertible paper currency implies that 
Germany can force the world to accept 
what the latter regards as the less valu- 
able object in preference to the thing 
which, in the world’s opinion, has the 
greater value. Such an inversion of val- 
ues, if it ever took place, could not con- 
tinue for any important length of time. 

III. The ‘value of gold” can also refer 
to its purchasing power in terms of all 
other goods—that is, it can refer to the 
price level of a country as expressed in 
terms of a country’s gold monetary unit. 
If the value of gold should decline in this 
sense, it would merely mean that our 
commodity price level had risen. But if 
our price level should rise in terms of 
gold (which is equivalent to a fall in the 
value of gold in terms of other commodi- 
ties), it probably would also rise in terms 
of our paper money. The only way that 
Germany could force a rise in our price 
level would be to purchase a much larger 
volume of our goods. Since this hardly 
seems probable, there is no reason to sup- 
pose that Germany can force a decline in 
the value of gold in this sense. And 
should it be granted, for the sake of argu- 
ment, that such a thing were possible, 
the fact would still remain that a higher 
price level would not be a new or neces- 
sarily calamitous experience for the Amer- 
ican people. 

On all three counts, both evidence and 
logic demonstrate that there is no way in 
which Germany, through refusal to accept 
our gold, or otherwise, can impair, much 
less destroy, the “value” of the gold stock 
of the United States. 

The German contention that in the 
future our gold may not be acceptable in 
foreign exchange because other nations 
will not want it for monetary purposes 
presupposes two things: (1) that other 
nations can devise a satisfactory money 
svstem that can be completely divorced 
from gold, and (2) that some mechanism 
independent of the use of gold for the 
settlement of international balances can 
be perfected. Nothing in the long his- 
tory of money lends any significant sup- 
port to No. 1; and no genius has yet sug- 
gested a satisfactory outline of the me- 
chanics implied in No. 2. 

One of the devices of a totalitarian gov- 
ernment, particularly that in Germany, is 
to attempt to destroy the confidence of 
the people of a democracy in their major 
social institutions. It is possible that the 
German discussions and threats regarding 
the gold stock of the United States are 
merely this kind of propaganda. Should 
this be the case, it would be something 
like that of the fox in Aesop’s fable in 
which the fox which had lost his tail at- 
tempted to persuade the other foxes that 
tails were not only no longer in style but 
useless and even dangerous. Or, to use 
the words employed by Secretary Morgen- 
thau on May 3, 1940: “. . . The fact that 
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some countries find it possible to conduct 
their international trade without gold 
does not mean that they prefer to do so 
any more than people reading by candle- 
light do so because they prefer candles to 
electricity.” 

There are two further things to be re- 
membered: One is, that if Germany should 
refuse to accept our gold (which is 
highly improbable) and should wish to 
barter, the United States can barter with 
her as easily as can any nation that does 
not hold gold. Our gold supply is not 
an impediment to our participation in any 
system of barter. 

The second point is that if Germany 
should refuse to accept our gold in pay- 
ment of her goods our currency should 
still be more valuable because it is se- 
cured by gold as an asset than it would 
be in the absence of such security. 

If we have a gold problem its crux is 
to be found in the wise use of our gold 
rather than in any foreign threats to de- 
stroy its value. Just as the unusual situa- 
tion with respect to gold has arisen in a 
large degree out of the abnormalities cre- 
ated by the European war, so may we ex- 
pect the termination of the war and a re- 
turn to peaceful pursuits to provide in a 
large degree the desired correctives. 


6. The Dangers of Using the 
Armament Program as the 
Opening through Which to 
Push the Trojan Horse of 
Collectivism 


It is easy in times of war, and in car- 
rying out an intensive armament pro- 
gram, for a government, under con- 
ditions like the present, to take unto 
itself such powers that democracy and 
individual freedom are seriously im- 
paired, if, indeed, they are not effec- 
tively destroyed. 

There is every reason why our free- 
dom of enterprise and individual lib- 
erty should be jealously guarded while 
we arm ourselves against the encroach- 
ments and ruthlessness of totalitarian- 
ism from without. Sacrifices of indi- 
vidual liberties are willingly endured to 
any extent necessary during a national 
emergency, but extreme care should be 
exercised by a democratic government 
to avoid freezing those temporary sacri- 
fices into the economic and _ political 
structure of the nation. 

These considerations are of special 
importance to the American people at 
this time, since it appears to be clearly 
established that there are active groups 





427 


both within and without the govern- 
ment which probably will bend every 
effort to use the necessity for arming 
this nation as the opening through 
which to push the Trojan horse of col- 
lectivism. 


WHAT PRODUCES COLLECTIVISM 


Precautions should be taken, since 
so many New Dealers of this stripe 
have been continued in power, to 
guard against the various devices 
which lend themselves to the accom- 
plishment of this aim. One of these 
devices is to arrange for government 
financing of industrial activities neces- 
sary to arm this nation, so that exten- 
sive production enterprises will become 
governmental rather than remain pri- 
vate. Another is to obstruct the flow 
of private capital to such an extent that 
private industry can not function prop- 
erly without such complete reliance 
upon government sources for capital 
that the government in the end will 
have a mortgage upon private enter- 
prise. Another is to take over private 
property under the war powers of the 
government. Another is to conscript 
private capital to such an extent that 
private industry is destroyed. Another 
is to tax private enterprise excessively. 
Another is to “take the profit out of 
war’ to such an extent that it amounts 
to confiscation not only of profit but 
also of capital, and results in economic 
stagnation, heavy unemployment, and 
a collapse of our capitalistic structure. 
There are many other less direct and 
less obvious ways of destroying private 
enterprise which, taken together, are 
effective. 

Representatives of the people in 
Congress should always remember that 
the people may be so carried away in 
their temporary enthusiasm for meas- 
ures to meet a national emergency that 
they may fail to appreciate the ulti- 
mately unfortunate economic and polit- 
ical consequences of the surrender of 
their hitherto highly regarded liberties. 
A democracy may destroy itself by the 
very measures it takes to protect itself. 

Considering the great supply of cap- 
ital funds awaiting investment in pri- 
vate enterprise, and the lack of any 
demonstrated need for direct govern- 
ment financing, considering the impor- 
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tance of a revivified private industry, 
and considering the dangers of exces- 
sive encroachment by government on 
private enterprise, all proposals to in- 
crease the government’s lending to, 
and ownership of, private enterprises 
should be subjected to very careful 
examination. 

The government should do all with- 
in its power to save industry from the 
great losses that will inevitably follow 
when the armament program or war 
comes to an end, but such a program 
should not involve an increased pattic- 
ipation of government in business. 


Unless such a course be pursued, the 
unfortunate consequences to the nation 
probably will be far greater than any 
financial losses involved. In war, or in 
preparation for war, the nation can not 
escape economic losses, regardless of 
the devices that may be adopted to 
share and spread them. Our greatest 
concern at this time should be to limit 
our losses to the economic field alone, 
and to avoid by every means in our 
power the far more vital political and 
social losses which will flow from any 
serious impairment of our democratic 
institutions. 


Securities Commission Widens Exemptions 
from Registering Smaller Issues 


In a substantial revision of its pro- 
cedures and its rules in connection with 
the granting of exemptions under the 
Securities Act of 1933, with respect 
to filing issues under $100,000, the 
Securities and Exchange Commission 
announced under date of December 3 
that it has repealed its rules 200 to 210 
inclusive and substituted a single sim- 
plified regulation containing a single 
integrated exemption which in many 
respects substantially broadens the 
availability of the exemption. 

Section 3 (b) of the Securities Act 
gives the Commission the power, under 
such rules and regulations as it may 
deem necessary in the public interest 
and for the protection of investors, to 
exempt from the registration require- 
ments of the Act security issues up to 
and including $100,000. Heretofore 
the Commission has given a total ex- 
emption on issues up to $30,000. As 
to other issues not in excess of $100,- 
000, an exemption, up to now, has 
been available only upon varying terms 
and conditions, such as the compliance 
with the laws of the states in which 
the securities were sold, or the use of 
a prospectus containing certain speci- 
fied information. Where prospectuses 
have heretofore been required, they 
have been examined in the Registration 
Division of the Commission. 

The new simplified procedure does 
not require the use of a prospectus in 
any case. To avail itself of the exemp- 
tion, a domestic issuer will now need 
only to send to the nearest Regional 


Office a letter notifying that Office of 
its intention to sell, together with any 
selling literature it may plan to use. 
This letter of notification need contain 
only such information as the name of 
the company, the name of the under- 
writers, the name of the issue to be 
sold and a brief summary of the in- 
tended use of the proceeds. The issuer 
can give this notice, at its option, either 
through an informal letter or through 
the use of a two-page form which will 
be supplied on request for its con- 
venience. Where the issuer chooses 
to use a prospectus, the regulation in- 
dicates certain skeleton information to 
be included. 

A broadened exemption is available 
in several important respects under the 
new regulation. For example, the Com- 
mission takes a new position as to fu- 
ture sales of the securities of the same 
issuer. Heretofore the Commission's 
rules have been such that, if the offer- 
ing was a part of a larger financial pro- 
gram, involving the future sale of ad- 
ditional securities of the same class, 
the exemption was not available. The 
new regulation specifically states that 
the exemption is available even if “it 
is contemplated that after the termina- 
tion of the offering an offering of addi- 
tional securities will be made.” This 
will apply in instances, among others, 
where issuers wish to make annual of- 
ferings of already outstanding securi- 
ties for such purposes as employees’ 
participation plans. In such instances, 
where the offering is not over $100,- 


000, the exemption will be available. 

Furthermore, the exemption is now 
available to issuers and their control- 
ling stockholders even though each may 
wish to offer $100,000 under Regula- 


tion A within a single year. Hereto- 
fore, in such instances, a registration 
statement has been necessary. 

The new regulation shifts the Com- 
mission’s administrative emphasis from 
the disclosure requirements of the Act 
to the fraud prevention provisions. The 
examination procedure which has been 
followed in the past will be aban- 
doned. The use of a prospectus is no 
longer required, although any selling 
literature which is employed must be 
forwarded to the appropriate Regional 
Office for its information. The new 
regulation will be administered from 
the Regional Offices under the usual 
supervision from Washington. 

It is hoped that the shifting of this 
activity to the Regional Offices will 
further simplify the problem of com- 
pliance with the Act by smaller is- 
suers. The new regulation becomes 
effective December 9, 1940. 





Inquiry Concerning Notes on 
Contingent Liabilities 


A member of The Control- 
lers Institute of America re- 
cently wrote to The Institute 
to inquire whether ‘‘any new 
regulation makes it necessary 
for pubiic accountants to note 
in their report of an audit 
that there may be a contin- 
gent liability where fire and 
compensation insurance is 
carried with mutual com- 
panies whose policies under 
certain conditions are subject 
to assessment.” 

Continuing, this inquirer’s 
letter reads: ‘‘We have seen 
such a notation on some an- 
nual statements and are won- 
dering if you have any in- 
formation that would explain 
why such a qualification is 
noted by the accountant 
making the audit.” 

Comments by controllers 
will be appreciated by The 
Controllers Institute of Amer- 
ica. 
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Before discussing the accounting 
problems that will arise in connection 
with the erection and installation of 
emergency plant facilities, let us con- 
sider the following questions: 


(a) What is an emergency plant fa- 
cility ? 

(b) Why are these facilities needed ? 

(c) Under what basic plans are these 
facilities being provided and fi- 
nanced ? 


The answer to the first question can 
be taken from Section 124 of the In- 
ternal Revenue Code (T.D. 5016) 
which defines an emergency facility as 
land, buildings, machinery, and equip- 
ment which are or will be utilized in 
the interest of national defense and 
which were acquired, erected, and in- 
stalled after June 10, 1940. Why June 
10, 1940 was selected will, no doubt, 
remain a legislative curiosity. 

A national emergency was declared 
by the President to exist on September 
8, 1939. This is the significant date 
and, in fairness to all contractors, it is 
the one that should be used for the 
purpose of determining whether plant 
additions are to be classified as emer- 
gency facilities. If this date is not used, 
contractors will be presented with 
many hybrid situations, such as having 
part of a structure classified as an 
emergency facility and the remainder 
as a non-emergency facility. Moreover, 
the use of June 10, 1940, will impose 
severe penalties on contractors who 
made substantial expenditures for plant 
facilities during the early part of 1940 
in order to accelerate deliveries on na- 
tional defense contracts. 

One needs only to look at the un- 
filled orders of some of the major com- 
panies that are engaged in performing 
national defense contracts in order to 
determine whether additional plant fa- 
cilities are needed. In the airplane 
industry alone this increase in business 
represents about forty times the normal 


Emergency Plant Facilities Present 
Complex Accounting Problems 
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annual volume of these companies. Or, 
expressed in terms of percentage, it 
represents an increase of 4,000 per 
cent. Some of this business can be 
performed with existing facilities, but 
a large part of it must be performed 
with new facilities that will be useful 
only during the present emergency. 


Basic PLANS FOR PROVIDING NEw 
FACILITIES 


This naturally leads us to the ques- 
tion of how these new facilities are to 
be provided and financed. Generally, 
the basic plans now in use can be clas- 
sified as follows: 


Plan 1. Privately owned facilities, fi- 
nanced entirely by the con- 
tractor. 

Plan 2. Privately owned facilities, fi- 
nanced by advances from the 
government. 

Plan 3. Government-owned _ facilities, 
leased to the contractor for the 
period of the emergency. 


The accounting problems that will 
arise in connection with Plan 1, which 
covers privately owned and privately 
financed facilities, are relatively simple. 
In fact the only problem of any conse- 
quence is that of amortizing the cost of 
these facilities over the period during 
which they will be utilized for national 
defense purposes. 

Under the laws and regulations as 


they now exist a contractor may amor- 


tize the cost of emergency facilities 


over a period of 60 months. If the 
emergency period does not last 60 
months, the amortization period is 
shortened accordingly. The law also 
permits a contractor to discontinue the 
practice of amortizing these costs over 
a period of 60 months at any time it 
becomes advantageous to do so. A con- 
tractor certainly would not want to con- 
tinue taking deductions for amortiza- 
tion if these heavy write-offs more than 
wiped out its taxable income. 

If a contractor’s normal income and 
excess profits taxes for each year of the 
emergency period aggregated 60 per 
cent., the cash cost to the contractor of 
the facilities provided under this plan 
would be only 40 cents on the dollar. 
This may sound rather cheap, but if the 
facilities can not be employed prof- 
itably, they are not worth anything. In 
fact, they will be a “dead horse” to 
the contractor. 

As a condition precedent to obtain- 
ing the benefits of this special amorti- 
zation provision the contractor must 
obtain a certificate from the Council 
of National Defense and either the 
War or the Navy Department setting 
forth that the facilities are necessary 
in the interests of national defense. 
This document is now commonly re- 
ferred to as a Certificate of Necessity. 


WHEN GOVERNMENT FINANCES 
PRIVATELY OWNED PLANT 


Plan 2 is not as simple as Plan 1, 
and presents a few rather complicated 





terest. 





Mr. Shanahan, of the Consolidated Aircraft Corporation of 
San Diego, California, presents a clear picture in this paper of 
the accounting problems arising in connection with the erection 
and installation of emergency plant facilities, under the several 
plans provided under the laws recently enacted. The paper was 
delivered to the Second Annual Accounting Institute of the Uni- 
versity of Southern California on November 1. 

The last paragraph of Mr. Shanahan‘s paper is of special in- 
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accounting problems. Under this plan, 
a contractor will be required to enter 
into a standard form of emergency 
plant facilities contract with either the 
War or the Navy Department, some of 
the more important provisions of which 
are as follows: 


1. The contractor will provide the fa- 
cilities and retain title to them dur- 
ing the period of the emergency. 

2. The government will reimburse the 
contractor for the cost of the emer- 
gency facilities in 60 monthly in- 
stallments. If the emergency period 
terminates in less than 60 months, 
the government agrees to remit the 
balance due on the facilities to the 
contractor immediately. 

3. Within 90 days after the utilization 
of the facilities ceases to be neces- 
sary for the national defense, the 
contractor must either transfer the 
ownership of the emergency facil- 
ities to the government, or retain 
the facilities and pay the govern- 
ment their fair value. In the event 
the fair value cannot be agreed upon 
the contractor must pay the govern- 
ment the cost of the facilities re- 
tained, less depreciation computed 
at the annual rates of 5 per cent. 
for buildings, 12 per cent. for ma- 
chinery and equipment, and 50 per 
cent. for portable tools and automo- 
tive equipment. If the facilities that 
are to be transferred to the govern- 
ment represent additions to the con- 
tractor’s existing plant, the con- 
tractor can order the government to 
remove the facilities and restore the 
premises as nearly as practicable to 
their original condition. 

4. The contractor specifically agrees 
that it will not claim a tax deduc- 
tion for amortization of the cost of 
the emergency facilities, unless it 
also reports as taxable income the 
monthly installments received from 
the government in reimbursement 
of the cost of such facilities. 


In view of the contract provisions 
enumerated above, particularly pro- 
vision No. 4, there appears to be no 
reason for amortizing the cost of these 
emergency facilities on the books of 
the contractor, especially since no ad- 
vantage will be gained from doing so 
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for federal income and excess profits 
tax purposes. 

Moreover, if the contractor elects to 
transfer the facilities to the govern- 
ment, no depreciation or obsolescence 
will have been sustained. If, however, 
the contractor elects to retain the facil- 
ities, the depreciation and obsolescence 
will, in effect, be paid for by the gov- 
ernment. This brings up the question 
of how emergency facilities and reim- 
bursing payments should be reported 
on the contractor’s balance sheet. 

The facilities obviously should not 
be grouped with other properties of 
the contractor. They should be te- 
ported under a separate caption such as 
Emergency Plant Facilities, with an 
appropriate footnote describing the 
conditions under which the property 
is held. Until the contractor elects to 
retain the facilities, the credit balance 
in the payment account is merely one 
of accountability and not one of liabil- 
ity. In effect, the contractor makes a 
conditional transfer of ownership to 
the government each time a reimburs- 
ing payment is received. Therefore, the 
payments received should be reported 
as a deduction from the asset account 
so that the balance sheet will show the 
equities of both the contractor and the 
government in the venture. 

Plan 3 involves only the accounting 
problems which are more or less com- 
mon to every other landlord-and-tenant 
arrangement. Under this plan the con- 
tractor will erect and install the emer- 
gency plant facilities as an agent for 
the Defense Plant Corporation, a sub- 
sidiary of the Reconstruction Finance 
Corporation. Defense Plant Corporation 
will either reimburse the contractor for 
the amounts expended or will make dis- 
bursements directly to the vendors. 
Contracts for the construction of facili- 
ties will be subject to the usual restric- 
tions as to hours of labor, rates of pay, 
and the like, which surround all gov- 
ernment contracts for this type of work. 

The standard form of contract under 
which the facilities will be leased to 
the contractor provides for the pay- 
ment of an annual rental of $1 plus 
all taxes assessed against the property. 
In addition, the contractor must in- 
sure and maintain the facilities, rea- 
sonable wear and tear excepted. At the 


termination of the emergency period 
the contractor may purchase the facil- 
ities at cost, less depreciation computed 
at the annual rates of 5 per cent. for 
buildings, 12 per cent. for machinery 
and equipment, and 50 per cent. for 
portable tools and automotive equip- 
ment. In the event the contractor is 
not satisfied with this price it can ne- 
gotiate with the government for the 
purchase of the facilities at an amount 
which will be agreeable to both parties. 

If the leased facilities are used for 
any purpose other than for the produc- 
tion of materials necessary for the na- 
tional defense of the United States, the 
contractor must furnish privately owned 
facilities of equal productive capacity 
in substitution for the leased facilities 
so used. 

The essential difference between 
Plan 2 and Plan 3 is that in Plan 3 
the government finances the entire 
project, while in Plan 2 the contractor 
will be required to finance a substantial 
portion of the cost of the project over 
a period of 60 months. The net result 
of all other factors appears to be about 
the same. 

A contractor is not restricted to the 
exclusive use of any one plan. As a 
matter of fact, a contractor may pro- 
vide either complete plant units or 
parts thereof under whichever plan is 
considered to be the most advanta- 
geous. Plant facilities needed by sub- 
contractors and material-vendors can 
be provided under any of the three 
plans, if the prime contractor has ob- 
tained a Certificate of Necessity as re- 
quired under Section 124 of the In- 
ternal Revenue Code. 

The matter of expanding or “bal- 
looning’’ productive activities creates 
a rather unique accovnting problem in 
respect of the treatment that is to be ac- 
corded the cost of “shrinking back” 
to normal when the inevitable buying 
holiday occurs. Beyond question, pro- 
vision for this cost should be made by 
a charge to current production. More- 
over, provision for this cost should be 
allowed as a deduction for federal in- 
come and excess profits tax purposes. 
Otherwise, a contractor may be forced 
to absorb these ‘“‘shrinking back” 
charges in years in which it has very 
little income. 
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Retention on Books of Actual 
Investment Cost Essential 


This question recently was asked of 
the Controllers Institute of America 
and was referred to its Committee on 
Technical Information and Research. 


The Question: 


“In the reorganization plan of a 
public utility corporation, approved 
by the court under Section 77 of the 
Bankruptcy Act, its capitalization is 
substantially reduced and to a figure 
far below its actual investment cost 
and further, below its physical value 
(reproduction cost less depreciation) 
as determined by public authorities. 
Normal procedure under the classifi- 
cation authorized for use of such 
utility provides a liability account 
termed ‘reorganization adjustment 
of capital,’ set up to permit maintain- 
ing on the books the original cost of 
the property before reorganization. 

“Is this a correct accounting prin- 
ciple or should such liability adjust- 
ment account be eliminated and the 
property investment account stated 
as the balancing figure to offset the 
par value of capital stock and funded 
debt authorized, plus or minus the 
net of other current assets and lia- 
bilities? This would include the 
elimination of accrued depreciation 
from the balance sheet. 

“Interested parties hold that par- 
ticularly in case of regulated public 
utilities the maintenance of original 
cost of producing the property ac- 
tually devoted to public service in its 
balance sheet is essential; and that 
any adjustments incident to reorgani- 
zation should be stated as a part of 
capital liability or as a subdivision 
of capital surplus. 

“I would appreciate an expression 
of opinion from the committee mem- 
bers and a statement of whether any 
difference is justified or necessary in 
the treatment of accounts of regu- 
lated public utilities as distinguished 
from industries in general.” 


The Answer: 


(By the Chairman of the Committee on 
Technical Information and Research, Mr. 
R. S. Holden, of Public Service Company of 
Northern Illinois). 


With one exception the members 
of the committee who replied to the 
letter which I sent to them regarding 
your inquiry favor decidedly the re- 
tention on the books of the actual 
investment cost. They do not agree, 
however, on the accounting for the 
amount by which the capitalization 
is reduced. Some of them prefer the 
account, Reorganization Adjustment 
of Capital, mentioned in your letter, 
some of them prefer Capital (or 
Paid-in) Surplus, while one member 
makes the following recommenda- 
tion: 

“I do not believe that the adjust- 
ing figure should be considered a 
part of the capital liability or a sub- 
division of the capital surplus, but 
held as a reserve against assets and 
considered as an adjustment of val- 
ues in all calculations of net worth.” 


THE PoINTs FOR ACTUAL CosT 


Reasoning in support of actual 
cost is contained in the following 
quotations taken from members’ let- 
ters. 

“The cost figures are very likely 
to be wanted from time to time as a 
basis for statistics or comparisons 
and it is not always easy after a time 
to make up an intelligent statement 
of costs from accounts, but if they 
are adjusted they are apt to soon be- 
come of no value as to original 


costs.” 
* * * * 


“From a pure accounting standpoint, 
I agree with the thought brought out 
in the last two paragraphs in quotation 
marks, in that the original cost should 
be maintained on the books of record 
because of its possible effect on excess 
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profits taxes as well as the desirability 
of maintaining a true historical record 
of cost of facilities.” 


* Bo %* % 


“It is my firm conviction that the 
Original cost of the assets be main- 
tained. 

“Depreciation deduction for income 
tax purposes and valuations for I. C. C. 
rates are probably the fundamental rea- 
sons for maintaining the original cost. 

“In answer to the last question, my 
opinion is that there should be no dif- 
ference between the treatment of ac- 
counts of regulated public utilities as 
distinguished from other industries in 
general.” 


* * * * 


“, . .. I should prefer one of the 
methods that would maintain the orig- 
inal cost of the property on the books. 
. . . . This would probably be desir- 
able for rate-making purposes and also 
because the stockholder would be less 
likely to be misled than he would if 
the property should . . . . be stated 
below both its investment cost and 
physical value.” 


* * * * 


“. ... Relief granted a corporation 
under Section 77-B should not have 
any effect on the retained assets of the 
corporation in respect to the stated 
value thereof. .... Relief of debt, 
in my opinion, constitutes nothing 
more or less than paid-in capital ac- 
cruing to the remaining equity hold- 


ers of the corporation. .... There- 
fore, I am inclined to take the side of 
the interested parties. . .. . The orig- 


inal cost of property should remain in- 
tact and be so shown on the balance 


sheet. I do not see that there should 
be any difference . . . . whether the 
company .... is a regulated public 


utility or an industry.” 


* * * * 








“The problem states that the ‘capi- 
talization is substantially reduced and 
to a figure far below its actual invest- 
ment cost and further, below its phys- 
ical value (reproduction cost less de- 
preciation) as determined by public 
authorities’. I assume that the original 
cost and the present physical value 
refer to properties that are needed and 
suitable for the production of whatever 
service this particular public utility cor- 
poration performs. In other words, I 
am assuming that the original cost and 
physical value figures do not include 
substantial amounts of obsolete facil- 
ities, or an excess of facilities that will 
likely not be used in any foreseeable 
future period of time. 

“If the facts concerning the quality 
and usability of the physical facilities 
are as assumed, then I think the answer 
to the problem should be as follows: 


(1) The ‘original cost’ of produc- 
ing the facilities should be recorded 
upon the books and balance sheets of 
the corporation ; 

(2) The excess of the total value 
of assets less liabilities over the capital- 
ization authorized by the court should 
be set up on the books in a liability 
account ‘reorganization adjustment of 
capital.’ 


“I am not familiar with the regula- 
tions referred to in the problem, but I 
believe that this account—reorgani- 
zation adjustment of capital—should 
be included in the capital and surplus 
section of the balance sheet. From an 
accounting point of view, this account 
is one form of a capital surplus ac- 
count or an account in which surplus 
is earmarked for a specific purpose. 

“The statement of the physical as- 
sets at less than original cost (if the 
above assumptions as to facts are cor- 
rect) and the elimination of the ac- 





count ‘reorganization adjustment of 
capital’ would be injurious to the pub- 
lic interest and to the interest of the 
stockholders. It would be injurious to 
the interest of the public in its failure 
to disclose the value of facilities being 
used to provide the service which they 
were receiving from the corporation. 
Such failure might lead to a reduction 
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of rates below economic cost, and en- 
courage the development of certain in- 
dustries in a territory where they were 
not economically profitable when the 
true costs must eventually be assessed 
against them, as the facilities now in 
use are exhausted. That is to say, that 
even though this adjustment to a. low 
value is made now, as the facilities are 
replaced the new costs must be re- 
corded and such new costs must be re- 
covered through the rates which will 
be used in the future. 

“The elimination of these accounts 
is injurious to the stockholders be- 
cause of the failure to disclose the true 
investment of the stockholders in the 
facilities. In a certain sense, the elimi- 
nation of these accounts amounts to a 
confiscation of a portion of the invest- 
ments of the stockholders. With their 
investments being shown at the lower 
book value, it is likely that the market 
value of their stock will be lower. This 
would be especially true if the lower 
value of the assets were made the basis 
of current rates at which the service of 
the corporation would be sold.” 


FURTHER COMMENTS 


The member who made the com- 
ments quoted immediately above asked 
for additional information and after 
such additional information was fur- 
nished made further comments, part of 
which is quoted below: 


“The questioner states in this addi- 
tional information, ‘Manifestly the 
authorized capitalization of the new 
corporation is based on the Court’s con- 
clusion as to its future earning power.’ 
Also your questioner states, “While 
some of the facilities may be more ex- 
tensive than present service requires, 
they are all essential to a continuation 
of such service or the probable service 
with a restoration of normal demands.’ 
It seems to me that either the ques- 
tioner is wrong in his statement or the 
court has erred in its determination of 
the future earning power of the prop- 
erties. Cases of which I have knowl- 
edge (and most of them a little know]- 
edge) indicate to me that methods 








being used to determine ‘future earn- 
ing power’ may leave much to be de- 
sired.” 


May REQUIRE SPECIAL HANDLING 


The comment of one member who is 
not certain that the actual cost should 
be used is given below: 


“My experience with public utility 
accounting problems is extremely 
limited and therefore whatever I have 
to say is distinctly > layman’s comment. 

“As a fundamental principle there 
would appear to be no reason why ac- 
counting principles which are sound 
for industrial companies should not be 
equally sound for public utilities. | 
think, however, that it is entirely un- 
derstandable that the problems in- 
volved in the case of utilities in the 
determination and regulation of rates 
charged for services may require spe- 
cial handling of some phases of ac- 
counting, particularly those having to 
do with plant valuation and depreci- 
ation. 

“As to the specific question concern- 
ing the basis for stating the plant valu- 
ation in the balance sheet of a public 
utility after reorganization under Sec- 
tion 77 of the Bankruptcy Act, it seems 
to me that the answer would depend 
a great deal on the circumstances in the 
particular case. If the purpose of the 
normal procedure of carrying property 
on the books at original cost is to pro- 
vide a proper basis for rate determina- 
tion it would seem that a reorganiza- 
tion of the company in bankruptcy 
could properly be considered to war- 
rant the determination of a new value 
of the plant, possibly based on current 
earning power at competitive rates for 
the services rendered. Presumably this 
factor would be considered in arriving 
at the proper capitalization in the re- 
Organization, particularly as such te- 
organizations are now subjected to 
scrutiny by the Securities & Exchange 
Commission. Certainly the normal pro- 
cedure in the case of an industrial com- 
pany would be to restate the plant 
value, but perhaps in the case of a pub- 
lic utility there are considerations other 
than those mentioned in this paragraph 
which would justify continuing to carty 
the original value.” 
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Scientists, More Often than Economists, 
Lead Way Out of Depressions 


Each man sees the world through 
his own eyes. It is inevitable, there- 
fore, that there should be, in rela- 
tion to knowledge, a kind of per- 
sonal centripetal tendency. One’s 
own sensations, one’s own point of 
view, one’s own interests have a 
vividness and a validity which give 
them, for each one of us, an under- 
standable priority. 

Modern business likes to say it is 
progressive because it believes in 
what is enigmatically termed “re- 
search” and supports it. The finan- 
cial officer of an institution sooner 
or later must come into contact with 
this thing called research. Kettering 
has defined research as getting ready 
in business today to do something 
different tomorrow which you will 
not be able to do after today. 

Every research worker feels his is 
the central theme. Those respon- 
sible for financial control are privi- 
leged to listen to numbers of en- 
thusiasts, each of whom sees his own 
problem as truly focal, each con- 
vinced that he is dealing with the 
all-important one. This is natural 
since the web of knowledge is vast 
and intricately inter-connected, with 
threads radiating in all directions in 
such a way as to make each fact, 
when one closely examines it, a veri- 
table center—one from which truth 
will expand. 

It is natural that I should point 
emy remarks to chemical research and 
the financial problems involved therein. 
Chemical research is a relatively new 
term. It is not so many years ago that 
few people knew much of anything 
about chemists or their work. When I 
was a boy there was a steel mill whose 
superintendent operated his plant by 
the puddler’s say so. He would have 
no chemist about his plant. Finally the 
board of directors, deciding that hav- 
ing chemists was in fashion, insisted 


on having one. “Oh, all right,” he 


By W. C. Gangloff 


said, “send one along but be sure he 
can play the violin; we can stand his 
nonsense by day if he will only en- 
tertain us by night.” 

Contrary to the conception of 
some, a chemical research laboratory 
is not populated with people queer 
in looks and in actions. The long 
haired eccentric, who _ represents 
some people’s conception of a “‘scien- 
tists’, does not exist in fact. Chem- 
ical research workers look and act 
just like other people despite the 
fact that most persons can not well 
imagine how a research worker puts 
in his time. When the average per- 
son meets the word “research” he 
visualizes a scene within the sacred 
confines of a laboratory: White 
coated magicians are brewing myste- 
rious elixirs; by the use of magic 
formulae new materials are being 
produced with properties far supe- 
rior to those created by nature; 
measuring devices, superhuman in 
their ability to probe into the prop- 
erties of materials, are being manip- 
ulated, and their ultra precise read- 
ings recorded. 

They are not magicians dealing in 
legerdemain, but hard working per- 
sons seeking facts and new light, fig- 
ures and ideas that will further the 
usefulness of their services to so- 
ciety. 

At the beginning of the first 
World War, there were only about 


200 research laboratories in the en- 
tire United States. Today there are 
upwards of two thousand, with more 
than thirty thousand research work- 
ers. The chemical industry has its 
full share—in fact it is outstanding 
in its devotion to research, especially 
since 1925. Sound management rests 
upon the development of new op- 
portunities, new uses, new products, 
new services, new desires which in 
themselves can be considered from a 
social point of view, purely construc- 
tive. Chemical research may be 
looked upon as that department of 
the industry which gives to the man- 
agement the substance on which it 
grows. It carries the responsibility 
of giving to management new facts 
of nature and the interpretation of 
those facts into utility so that the 
management can provide improved 
products, more economically priced 
products and, above all, new prod- 
ucts to meet the unexpressed human 
desires. It is evident-then that re- 
search must become an integral part 
of any chemical business which 
wants to endure. 


ORGANIZ«.TION AND RESEARCH 


Whether chemical research be of 
the so-called ‘pure’ or industrial 
variety, it must be organized and 
planned ahead. This means person- 
nel, budgeting of expense and time. 





volved are touched upon. 





Forward looking business concerns, educational institutions 
and other organizations maintain more than two thousand re- 
search laboratories in the United States, with upwards of 30,000 
| employees. An interesting discussion of this phase of American | 
| business is presented in this article, which is a portion of a paper | 
delivered on November 12, 1940, before the Cincinnati Control 
of The Controllers Institute of America, by W. C. Gangloff, 
Ph.D., chemical director of the Drackett Company, of Cincin- 
nati. Some phases of the financial and accounting problems in- 


—THE EDITOR 
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In the United States the block or cell 
system and the group system have 
been used. In the former, (a some- 
what hermit type of research), 
wherein each worker has a small unit 
laboratory for working quarters; 
there lies some favor; while in the 
latter, wherein a group of men work 
in a common. laboratory, having 
merely designated working space, 
there lies more widespread interest. 
The group system enables use of 
common service like gas, water, 
steam, air, and electricity, instead of 
separate special installations, and it 
establishes a group interest in com- 
mon problems. 

First of all the particular field of 
investigation and the limiting of the 
specific problems must be decided. 
This calls for a director plus man- 
agement decision. When a field and 
the problem therein are agreed upon, 
the workers and the modus operandi 
come next. The research may be in 
entirely new fields, in completely un- 
explored realms, or it may be the 
improvement of existing products, 
finding new ways or means of mak- 
ing better or cheaper production, or 
it may deal with new uses or broaden- 
ing of the market for present prod- 
ucts. The latter category embraces 
in part what we ‘requently hear of 
as “consumer research.” 

The selection of the personnel for 
a chemical research laboratory is 
very important. Research workers 
are as various as musicians. There 
are many different types of temper- 
aments, many differing degrees of in- 
terests, enthusiasms and inquisitive- 
ness, differing minds and differing 
degrees of ability to solve problems, 
and wide degrees of that all impor- 
tant prerequisite—imagination. 


PROFIT MOTIVE PREVAILS 


There must be also the engineer- 
ing brains and the practical view- 
point. Industrial chemical research 
management is always looking for 
return. For every dollar expended 
management looks for several com- 
ing back from new products, im- 
provements, cheapening of produc- 
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tion, and the like. Even “pure” 
science must realize that its support 
in the long run must come from the 
profits of some line of business, even 
if the college or university gets its 
funds first hand from endowments 
or public taxes. It is evident then 
that a chemical research organiza- 
tion is a business organization and in 
fact a business within itself. It must 
live or die on the basis of the results 
it attains. In industrial chemical re- 


search the profit motive and insist- : 
ence on results must necessarily loom - 


large. 

Such a situation necessitates good 
planning from all angles. Research 
costs money. It costs time. It costs 
lots of energy. Ruskin said: “Every 
good work has its price.” All results 
can not be positive. For every one 
successful research there may be a 
dozen yielding only negative results. 
However these negative results may 
be of inestimable value. It is often 
exceedingly important to know what 
not to do. Kettering has said it’s not 
what we know but what we do not 
know that counts. One can not well 
follow the advice of the Chinese as 
to the problem of mushrooms versus 
toadstools: ‘Eat them, and if you're 
alive tomorrow, they were mush- 
rooms’! One must know where to 
begin and where to leave off. It is 
exceedingly important that definite 
conclusions be reached—either to 
continue the research or to draw it 
to an end. Such decisions bring in 
many factors and can not be com- 
pleted in a moment. 

Besides personnel there must be 
supplies and equipment, facilities, 
quarters and service. When the 
problems in chemical research out- 
grow the laboratory stage there is 
the pilot plant and semi-works scale 
development. All of these mean ex- 
pense and time. As a consequence, 
successful chemical organizations 
have turned to budgetary control on 
their research work just as they have 
long done in other departments of 
the business. This is one phase of 
chemical research which is of special 
interest to the financial man who 
must know costs, accounting systems 
and control methods. 


FINANCIAL CONTROL 


The budgetary control of chemical 
research varies with each company; 
i.e. as to the detailed procedures and 
methods used. Back of them all how- 
ever lies the basic idea of determin- 
ing how much, where and when the 
funds go, are applied, controlled 
and distributed. In general, the 
practice today is to prepare an esti- 
mate of the cost of a certain re- 
search, canvas such estimate from a 
number of angles, and arrive at some 
decision as to the total cost over 
some given period. Expenditures for 
salaries, wages, equipment, supplies, 
and the like, are then allocated as 
made, against the specific project. 
This necessitates a detailed break 
down into capital and operating ex- 
penditures. Any salable products on. 
which a monetary return is secured > 
should be credited to the project in; 
such amount. Each project must be 
charged its share of service and over- 
head, and the depreciation on equip- 
ment included as a cost item. Com- 
petent direction must include deci- 
sions as to all expenditures made. 
The cost department must keep its 
books in such manner as to enable 
presentation of a definite financial 
status on each project at frequent in- 
tervals, say once a month. This af- 
fords guidance and still enables in- 
telligent action. 

The original budget estimate 
agreed upon signals those in financial 
authority as to the time and amount 
of money needed, and the monthly 
status report as to expenditures acts 
as a guide to those in charge of the 
research work. While no budget can 
forsee all contingencies, budgeting 
control enables intelligent planning, 
and intelligent decisions. Continu- 
ance or discontinuance of a project 
at any particular time can thus be 
facilitated by decisions based upon 
facts and not on mere guesswork. 
Business conditions may necessitate 
the curtailment of certain expendi- 
tures. We have long since outgrown 
the day when at the first flutter of 
business curtailment it is policy to 
emasculate research. The sad experi- 
ences of such policies during the 
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early twenties have not been forgot- 
ten by many concerns. Today it is a 
matter of regarding chemical re- 
search as the creative end of the busi- 
ness, not merely as a service unit or 
window dressing. It is a department 
just as important as sales, advertising 
or production. 


Cost OF CHEMICAL RESEARCH 


How much does chemical research 
cost? That is like asking any other 
question on indeterminate value. 
Some companies plough back a cer- 
tain proportion of their earnings 
each year as standard practice. Others 
set aside a flat sum as long as finan- 
cial conditions permit. Still others 
farm out such work at stipulated 
charges. Many of the universities, 
consulting laboratories and special- 
ized institutions like Mellon-Insti- 
tute take on research programs for 
certain companies at fixed fees. The 
Du Pont Company spends enormous 
amounts on chemical research work. 

The average annual expenditure 
per plant for the country as a whole 
ranges from $105,000 in the auto- 
mobile, chemical and allied products, 
down through food and kindred 
products, spending $47,000. Many 


individual plants spend more than 
$200,000 on research annually. 

American Telephone and Tele- 
gtaph Company, with a personnel of 
6,000 in its various laboratories, op- 
erates on « total budget of $24,000,- 
000 per year. 

Carbide and Carbon Chemicals, 
Inc. not only supports a very large 
chemical research organization of its 
own but also several research fellow- 
ships at Mellon Institute. Expendi- 
tures run into thousands of dollars 
every month. 

The same applies to very many 
other companies. Far and wide they 
have come to realize what Pasteur 
meant when he said: “In our cen- 
tury, science is the soul of prosperity 
of nations and the living source of 
all progress: Undoubtedly the tiring 
discussions of politics seem to be our 
guide. Empty appearances! What 
really leads us forward is a few sci- 
entific discoveries and their applica- 
tion.” They have come to realize 
that scientists have led the way out 
of depression more often than econ- 
omists. Where the economist rests 
his case upon the law of supply and 
demand, there the scientist com- 
mences by creating new supplies, 
and as a corollary, new demands. 


Luncheon Conferences Devoted to 
Study of Special Problems 


A series of luncheon conferences 
is being conducted by the New York 
City Control, as a new service for 
members. These conferences are for 
discussion of subjects of interest to 
special groups, as contrasted with the 
addresses on subjects of wide general 
interest which are presented at the reg- 
ular monthly dinner meetings. 

The Program Committee felt that 
there are many subjects and prob- 
lems which can be discussed in detail 
to best advantage in smaller groups 
at luncheon meetings, to which as 
much time can be devoted as the par- 
ticipants wish. Attendance at these 
luncheon conferences is limited to 
members, and to men on their staffs 


who are specifically designated and 
invited to attend. 

Rapidly changing conditions in 
these days of special activities have 
presented many new problems to 
controllers. Discussions and _ ex- 
changes of views concerning pro- 
cedures that are being followed it is 
believed will be of distinct value. 

The first of these luncheon confer- 
ences conducted by the New York 
City Control took place on Novem- 
ber 26 at Hotel Shelton. The subject 
was ‘Foreign Investment Losses, 
Known and Undetermined”. Mr. 
Riche H. Johnson of Socony Vac- 
uum Oil Company, Inc. acted as 
chairman and Mr. Henry F. Elber- 
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feld of Colgate-Palmolive-Peet Com- 
pany as discussion leader. The con- 
ference was attended by twenty-six 
members and staff members, who 
were in session until 3 o’clock. They 
took under consideration many 
phases of the general subject. 

The second luncheon conference 
was held December 3 on “Govern- 
ment Contracts for National De- 
fense: Amortization of Plant Facil- 
ities’. Mr. E. A. Clancy, assistant 
Controller of New York Central Sys- 
tem, presided. Professor Frederic W. 
Kilduff, of the faculty of New York 
City, acted as discussion leader. 

Additional subjects scheduled for 
similar luncheon conferences are: 


December 10 ‘Tax Problems Inci- 
dental to Closing Books for Cur- 
rent Year’. Mr. E. A. Clancy, New 
York Central System, will be chair- 
man. 

December 17 “Taxes Other Than 
Federal Income and Excess Profits 
‘Taxes. 


The New York City Control will 
welcome visitors from other Con- 
trols at any of these luncheon con- 
ferences. 


GOVERNMENT WANTS 
MORE ACCOUNTANTS 


Word has been received by The 
Controllers Institute of America that 
the War Department of the United 
States is in need of accountants to act 
as field auditors. They will audit gov- 
ernment contracts in detail for build- 
ing cantonments and plants manufac- 
turing materials for defense purposes, 
including time keeping, materials, and 
traffic. The salary is based on an ap- 
plicant’s recent experience, and ranges 
from $3,600 to $5,600 a year. Ex- 
penses are paid to the assigned post, 
but on arrival each man finds for him- 
self. 

Perhaps a controller would not be 
attracted to the openings, but account- 
ants and especially single men may be 
interested. Applications should be 
sent to Mr. Oscar I. Koke, Accounting 
and Auditing Branch, Construction Di- 
vision, Office of the Quartermaster 
General, War Department, Washing- 
ton, D. C. 











How Can Controller Better Serve 
the Management of His Company? 


I believe that the question “How 
can the Controller be of greater value 
to Management?” is the most impor- 
tant one before accounting and control 
men today. The extent to which he ade- 
quately answers this question is going 
to have a very vital bearing upon the 
personal success and business value of 
every controller during the next few 
years. Those controllers who do not 
seriously recognize their increasing re- 
sponsibility to management and ear- 
nestly prepare to assume this responsi- 
bility in a better way, will miss a great 
opportunity, both for themselves and 
for the function of control and ac- 
counting work in our corporate busi- 
ness life. 

Adequate controllership is one of 
the real problems of management to- 
day, largely because of the increasing 
complications and rapidly changing 
conditions under which business must 
be conducted. Never has the work of 
the controller been given the same 
serious thought and study by top com- 
pany managements as is the case at this 
time. Recently, the president of one 
of the large corporations in this coun- 
try made the following public state- 
ment: “If we ever needed an intelli- 
gent approach to the problem of busi- 
ness, it is now. It is my conviction that 
the controller has one of the most sig- 
nificant places in the management 
structure.” 

This is representative of the current 
thinking of aggressive corporation 
managements throughout the country. 
Alert executives are literally forcing 
their controllers to produce a more ade- 
quate service to them. At a recent na- 
tional convention attended by several 
hundred controllers from corporations 
all over the country, this subject re- 
ceived more consideration both from 
controllers and top executives who 
were present than all other topics com- 
bined. 





By J. A. Donaldson 


MANAGEMENT REQUIRES MORE HELP 


It should not be considered unusual 
that management is requiring more and 
more help from controllers and ac- 
counting executives. Management must 
today function through a sea of eco- 
nomic, social and political changes 
that are literally making over the char- 
acter and method of operation of many 
businesses. Under these conditions to 
have the figure man an active part of 
the company management is of para- 
mount importance. Past experiences 
and precedents are in themselves be- 
coming of less importance as a guide 
in making major management de- 
cisions. Current facts on every opera- 
tion of the business, their interpreta- 
tion, and their projection into the 
future on a sound basis, are today the 
absolute needs of every corporation 
management in the successful _per- 
formance of its function. 

The control and accounting depart- 
ment of any business is the logical and 
only source where such facts on all ma- 
jor operations can be currently and 
accurately obtained, interpreted and 
projected for the use of executives. 
Thus we come face to face with the 
problem of how the controller is go- 
ing to meet this challenge for being of 
greater service to his company execu- 
tives. This is not going to be an easy 
task for accounting and control men. 
It should be approached as a tough 
job. It will require a lot of self- 
development, much sound planning 
and an immense amount of hard work. 
Even with all of this, a good many 
men holding controllership jobs will 
not be able to measure up fully to the 
rapidly increasing requirements. But 
I am satisfied that any controller can 
very materially improve his service to 
his company president if he thoroughly 
studies the problem as it applies to 
him and his company, and then goes to 
work in an earnest effort to reach the 
desired objective. 
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A practical discussion of this ques- 
tion naturally groups itself around the 
following three things: (1) the con- 
troller himself, (2) the organization 
and personnel of the controller's de- 
partment, and (3) some examples of 
specific types of management service 
to which controllers should devote 
much more time. 


Must MovE OUT OF 
ROUTINE PHASES 


It will be noticed that the controller 
himself has been made the first topic 
for analysis. This has been done pur- 
posely as I am convinced that the mat- 
ter of first importance in solving this 
question is the controller's job of self- 
development and self-improvement. It 
is safe to assume that controllers in 
most cases are well prepared to handle 
the technical duties and _responsibili- 
ties of the accounting, auditing, in- 
ternal check, tax, insurance and other 
matters that go with the job. These are 
important duties and the necessary ex- 
perience and ability to handle them 
must exist as the basis or the founda- 
tion for further developing the con- 
troller’s job into a real management 
function. 

It would be a great mistake to mini- 
mize in the least the importance of 
this basic part of the job. But unfor- 
tunately, as controllers, we have not 
yet been able in a great many cases to 
move out of the technical routine 
phases of the job and build for our- 
selves a strong position in the man- 
agement circles of the business. That 
this has not yet been done may have 
been generally due to a failure to 
recognize its need and value by both 
controllers and their managements. 
However, I firmly believe that in the 
future with very few exceptions, the 
controller who does not achieve a full 
place in the management group of his 
company will have no one but himself 
to blame. Certainly management to- 
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day is urging him to assume this kind 
of a responsibility to a degree that 
never before has been the case. 

As controllers we will not make a 
good start toward meeting this increas- 
ing requirement until we have a 
broader point of view of the field of 
controllership. In the past we have 
had too many barriers in thought that 
restrict our point of view and accord- 
ingly limit our ability to move into the 
management function as we should. It 
is only natural that we should be pri- 
marily accounting and financial minded 
—and this is good if it is not overdone. 
But, at the risk of being misunder- 
stood, I am going to say that we need 
to become more sales-minded, more 
merchandise-minded and more operat- 
ing-minded. We need to attain a point 
of view that encompasses all of the 
major activities of the corporation. Our 
thinking and our point of view must 
be very much more closely associated 
with that of the other major executives 
of the company. 


Must BECOME 
MANAGEMENT-MINDED 


In short, we must become manage- 
ment-minded to a degree that at pres- 
ent is too nearly the exception rather 
than the rule. Until this is accom- 
plished we can not use our technical 
accounting and financial ability to the 
best interests of the company. We must 
be practical, alert business men as well 
as good technicians. This I know is a 
difficult combination to have in one 
man. Yet our greatest opportunity for 
service to management lies in our abil- 
ity to have a working understanding 
of the problems of the sales, merchan- 
dise and production divisions of the 
business. Then, with this understand- 
ing, we will be able to analyze com- 
pany problems, build statements and 
interpret figures in a form and manner 
that will be of real service to the sales, 
merchandising and operating execu- 
tives. If we are not thus able to tell 
these executives many important things 
about their operation that are not al- 
ready known—then we have not yet 
fully developed that phase of the job 
which is most valuable to management. 

Some will claim that the controller 
can not develop this broad manage- 


ment point of view without sacrificing 
the technical accounting and financial 
side of his work. My only answer is 
that many controllers are adequately 
handling both of these important parts 
of the job. It can be well done by a 
good controller if the work of his de- 
partment is properly organized and if 
his key personnel is capable and well 
trained. The point that should be em- 
phasized is that the controller must 
himself first attain this broader all- 
company point of view before he can 
successfully initiate a program that will 
be of greater service to his manage- 
ment. Until he gets this broader con- 
ception of the job firmly fixed in his 
own mind the controller will not be 
able to develop an organization and 
train key personnel that will adequately 
support the kind of controllership that 
management is asking for today. 


SHOULD BE 
CONSTRUCTIVE IN His WorRK 


Development of a sound relation- 
ship with other major executives of 
the company is a second very impor- 
tant personal requirement. We prob- 
ably all know individual controllers 
who are strong personalities and who 
have much natural ability, but who are 
excessively negative and destructively 
critical in their approach to company 
problems outside of their own depart- 
ment. As a result, a relationship with 
other executives is created that badly 
dissipates the controller's real value to 
company management. 

A good controller must be an inde- 
pendent thinker and he certainly must 
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be able to say no to a very great many 
things. But to be of the greatest value 
to management, the controller should 
also be constructive in his work. He 
should be factual, fair and impersonal, 
as well as being fearless and critical 
in reporting and interpreting the weak- 
nesses and failures in the operation of 
each executive and department head 
in the company. To become a valu- 
able part of management the controller 
must have this solid well-balanced ap- 
proach to that important part of his 
job which covers the analysis and in- 
terpretation of the functional perform- 
ances of the various division heads of 
the business. 

There is another characteristic which 
too many controllers have acquired 
over a period of time which should be 
mentioned. It might be called an in- 
alertness to the value and need of 
change and improvement in organiza- 
tion, methods and procedures within 
the controller's department. There is a 
saying that “change is the only constant 
thing in existence.” This is true in all 
branches and activities of any busi- 
ness. The controller who does not rec- 
ognize this in the operation of his own 
department is making a great mistake. 
Under such conditions, his department 
is gradually becoming more and more 
obsolete and less capable of supporting 
the required ‘‘service to management’ 
phase of his responsibility. A com- 
plete open-mindedness and a willing- 
ness to experiment with suggested 
changes and improvements in opera- 
tions that may be made by department 
heads, people in other divisions of 


(Please turn to page 440) 
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The address by Mr. John A. Donaldson which is reproduced 
| here deals with a subject that is close to the heart of nearly all 
| True, there are some controllers—and their num- 
| ber is growing constantly—who have the relations with their 
| managements which Mr. Donaldson describes here; but there 
are more who do not, and this message should be of exceptional 


| This address was delivered by Mr. Donaldson before the Ac- | 
| counting and Control Section of the Institute of American Meat | 
Packers. It is the type of message which more leaders in the 
field of controllers should be delivering before more organiza- 


Mr. Donaldson is controller of Butler Brothers, Inc., of Chi- 
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Simplified Cost Accounting 
Text To Be Published 


A streamlined textbook on cost ac- 
counting, co-authored by a University of 
Texas business administration expert, will 
be published next spring, it is announced. 
Dr. G. H. Newlove, collaborating with 
Dr. S. Paul Garner, former University 
student and now University of Alabama 
associate accounting professor, is com- 
pleting the manuscript for the new ele- 
mentary cost accounting text. He said 
the volume would push aside all compli- 
cated advanced material and present only 
fundamentals of elementary cost account- 
ing. 

Organization of the book’s contents 
was worked out scientifically by the au- 
thors after they polled more than 200 ac- 
counting professors on the relative im- 
portance of the various phases of the sub- 
ject. 


New SEC Rule Permits Consolidated 
Statement Under Certain Conditions 


The Securities and Exchange Commis- 
sion has announced adoption of an amend- 
ment to Rule 4-09 of Regulation S-X to 
permit the consolidation of financial state- 
ments of a totally held insurance company 
subsidiary, except a life insurance com- 
pany, with its parent, provided the sub- 
sidiary is primarily engaged. In the in- 
suring of risks arising in the ordinary 
course of business of the parent and its 
other subsidiaries and provided that cer- 
tain other conditions are met. 


Protection of Corporate Directors 
Against Damage Claims 


The need for a standard insurance pol- 
icy to cover corporation directors against 
damage claims and nuisance suits is dis- 
closed in a survey recently completed by 
the Insurance Division of the American 
Management Association. It is pointed 
out that while at present special policies 
to protect directors may be written, as 
far as it was able to determine no stand- 
ard policy to protect directors is obtain- 
able in this country. 

The survey was made in preparation for 
the Association’s Winter Insurance Con- 
ference in Chicago on December 5 and 6, 
where the subject was one of the princi- 
pal topics of discussion. It revealed that 
a large number of manufacturing con- 
cerns believe there is a neec for directors’ 
liability. 





KEEP ACCOUNTS ON | 
CONSERVATIVE BASIS | 


Mr. Verl L. Elliott, President of 
The Controllers Institute of Amer- 
ica, outlined accounting recom- 
mendations which he believes will 
do much to avert inflationary ten- 
dencies and avoid headaches and 
heartaches at the end of the present 
business cycle, in an address de- 
livered recently in Allentown, Penn- 
sylvania, before the Lehigh Valley 
Chapter of the Nationai Associa- 
tion of Cost Accountants. 

Mr. Elliott said: ‘’] strongly urge 
that all accounting be done on a 
conservative basis that reflects only 
profits that are realized in cash— 
and not keep our records on a basis 
that shows inflated profit as was so 
frequently done in the ‘20’s.”’ 

In other words, he expained all 
current costs should be absorbed 
against current sales values, and iri- 
ventories should be valued conserva- 
tively. “‘If this is done it will do 
much to avoid the inflationary ten- 
dencies and the headaches and 
heartaches at the end of the present 
business cycle.” 











The report points out that within re- 
cent years the responsibilities of corpora- 
tion directors have greatly expanded. In 
addition to the common law obligations 
long governing directorates, there is now 
the responsibility for the accuracy of se- 
curity registration statements defined in 
the Securities Act of 1933 and the Securi- 
ties and Exchange Act of 1934. 

“As a result of this trend in legisla- 
tion,” the report comments, “business rec- 
ognizes the fact that today the board of 
directors must share with management a 
full measure of responsibility for corpo- 
rate deeds and misdeeds. This is espe- 
cially true when a company’s securities 
are listed on national stock exchanges and 
new issues are sold through public offer- 
ings. 

“Resignations from corporate director- 
ships by prominent business leaders have 
served to emphasize the increasing diffi- 
culty of obtaining and retaining properly 
qualified board members. Because of the 
broad obligations that must be assumed, 
some companies have already taken steps 
to protect directors against damage claims 
and nuisance suits by providing for in- 
demnification from company funds.” 





Annual Meeting of American 
Statistical Association 


The American Statistical Association 
will have its 102nd Annual Meeting in 
Chicago from December 26 to 28, 1940, 
at the Stevens Hotel. All sessions, ex- 
cept the business meeting, will be open 
meetings, and guests of members will be 
especially welcome. 


Securities Registered Under 1933 Act 
During October 


Securities registered under the Securi- 
ties Act of 1933 for October, 1940, ag- 
gregated $287,456,000, as compared with 
$130,581,000 in September, 1940 and $30,- 
817,000 in October, 1939. The amount of 
securities proposed for sale by issuers was 
$256,125,000 in October, 1940, compared 
with $95,162,000 in September, 1940 and 
$13,509,000 in October, 1939. 

Registration statistics for October, 1940, 
were influenced mainly by three large re- 
funding bond issues: the 3% bonds of 
Southern California Edison Company Ltd. 
totaling $112,320,000, the 314% bonds of 
The Youngstown Sheet and Tube Com- 
pany totaling $46,350,000 and the 314% 
bonds of Columbus and Southern Ohio 
Electric Company totaling $31,030,000. 
As these three issues alone accounted for 
almost three-fourths of the total amount 
proposed for sale by issuers, refunding 
operations predominated during the 
month and net proceeds designated for 
refunding purposes totaled $234,833,000, 
or 93.9 per cent. of aggregate net pro- 
ceeds. All but about $1,200,000 of this 
amount was to be used for the repayment 
of bonds and notes. The total to be used 
for new money purposes was $14,899,000, 
or 6 per cent. This included indicated 
expenditures for plant and equipment of 
$10,086,000, or 4.1 per cent., and ex- 
penditures for working capital of $4,- 
813,000, or 1.9 per cent. All other uses 
combined accounted for only one-tenth of 
1 per cent. of net proceeds. 


Payments to Employers Are 
Not Taxable as Wages 


The Commissioner of Internal Revenue 
has ruled that payments made by an em- 
ployer to his former employees called for 
active service with the armed forces of 
the United States, or who voluntarily en- 
listed for service, which payments are 
designed to supplement amounts received 
by them from the federal government, 
do not constitute “wages” for federal 
employment tax purposes. The commis- 
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sioner pointed out that this ruling is in 
consonance with the bureau’s ruling hold- 
ing that amounts paid by employers dur- 
ing the present emergency to employees 
who are absent in the military or naval 
setvice, are allowable deductions from 
gross income of the payers for federal in- 
come tax purposes. The commissioner 
also pointed out tha this ruling does 
not modify previous rulings holding that 
such payments constitute taxable income 
to the recipient for purposes of the fed- 
eral income tax laws. 


Improving the State’s Unemployment 
Insurance System 


The New York State Employers’ Con- 
ference held its Fourth Annual Forum 
covering the New York State Unemploy- 
ment Insurance Law on December 9, 
1940, at the Hotel Astor, New York City. 
The program scheduled was the most 
comprehensive to date for the considera- 
tion of the many proposals for improve- 
ment of unemployment legislation in this 
State. All employers were urged to at- 
tend or send representatives to the con- 
ference. 


SEC Defers Application ol 
Rule Concerning Dividends 


The Securities and Exchange Commis- 
sion announced on November 29 adoption 
of a rule under the Investment Company 
Act of 1940 temporarily exempting, until 
the close of business on December 31, 
1940, certain dividend payments and dis- 
tributions in the nature of dividend pay- 
ments from the provisions of Section 19 
of the Act. 

Section 19 makes it unlawful for any 
tegistered investment company to pay 
any dividend, or to make any distribution 
in the nature of a dividend payment, 
wholly or partly from any source other 
than (1) such company’s accumulated 
undistributed net income, determined in 
accordance with good accounting practice 
and not including profits or losses rea- 
lized from the sale of securities or other 
properties, or (2) such company’s net 
income so determined for the current or 
preceding fiscal year, unless such pay- 
ment is accompanied by a written state- 
ment adequately disclosing the source or 
sources of such payment. The Commis- 
sion is empowered under Section 19 to 
prescribe the form of such written state- 
ment, 

The staff of the Commission has been 
studying the numerous technical prob- 











HAS OPPORTUNITY FOR | 
GREAT ACCOMPLISHMENT 


When the Chicago Control con- 
ducted a Past Presidents’ Night in 
October, every former President of 
the Control, with one exception, was 
present. Mr. Frank J. Ellis, the sec- 
ond President of the Control, was 
compelled to be in New York City 
on that day and so could not attend 
the dinner and meeting in Chicago. 

Mr. Ellis telegraphed the Con- 
trol’s President, Mr. Charles F. 
Scully, saying: 


“It is a great disappointment to 
me that I am not present on this 
occasion not only because I would 
like to have the opportunity of 
meeting those with whom I have 
worked since the Control started, 
but because 1 would like to be 
there and personally express the 
idea that The Institute has not 
only done a wonderful job to date 
but has the opportunity for great 
accomplishments for the future, 
both to be of areal service to their 
own companies and industry as a 
whole thus raising the standard of 
performance and service which the 
individual controller can achieve 
in the future. I know this occasion 
will be a great success.” 











lems which must be disposed of in any 
rule prescribing a form of written state- 
ment under Section 19. Before promul- 
gating definitive rules on this subject, 
however, the Commission wishes to con- 
sult with representatives of the com- 
panies affected and of the accounting pro- 
fession to obtain their suggestions and 
comments. To allow sufficient time for 
such consultation, the temporary exemp- 
tive rule, known as Rule N-6C-6 has been 
adopted. 


It is not too early for members of 
The Controllers Institute of America to 
take note of the fact that the dates of 
the next annual meeting are September 
29 and 30 and October 1—and that 
this will be the Tenth Anniversary 
Meeting. 


Seek Revision of Standard 
Form of Fire Policy 


At a meeting of Risk Research Insti- 
tute, held November 14, there was a dis- 
cussion of proposed legislation for revi- 
sion of the standard fire policy. The 
National Association of Insurance Com- 
missioners appointed a special committee 
in 1935 to submit proposals for changes 
in its standard fire policy. The report of 
that committee was adopted in June 1939 
by the Association. The Commissioners 
were urged at that time to effect its 
adoption in their various states, and to 
secure proposed legislation when that 
was found to be necessary. Amendatory 
legislation was submitted to the New 
York State legislature last winter but no 
legislative action was taken because of 
limited time for consideration. It will be 
submitted again at the next session of the 
New York State legislature. 


Investment Advisers Register with 
Securities Commission 


Six hundred and five applications for 
the registration of investment advisers 
filed with the Securities and Exchange 
Commission, pursuant to the Investment 
Advisers Act of 1940, became effective 
up to November 1. 

Investment advisers who are not reg- 
istered under the Investment Advisers Act 
are prohibited after November 1, 1940, 
from using the mails or any means or 
instrumentality of interstate commerce in 
connection with their business as invest- 
ment advisers. 





WANTED: COPY OF 1935 
YEAR BOOK 

The Lippincott Library of 
the University of Pennsyl- 
vania has asked The Control- 
lers Institute of America to 
make available to it a copy of 
the 1935 Year Book of The 
Institute. This book is en- 
tirely out of print and the 
national office can not supply 
it to the library. If any mem- 
ber wishes to make available 
his copy of the 1935 Year 
Book for presentation to the 
Lippincott Library, he is asked 
to communicate with the na- 
tional office. 
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How Can Controller Better Serve 
(Continued from page 437) 
the business, and also by outside pro- 
fessional services, should be the guarded 
possession of a good controller. 

The making of changes can be over- 
done. There is no sense in making 
changes just for change’s sake. How- 
ever, resistance to change is more 
natural in most of us, and this is usu- 
ally a very much greater danger than 
that of going to the other extreme. A 
good many times we hear a statement 
that such and such an operation has 
been handled the same way for twenty 
years, so why should it be changed. 
Such a statement is nearly always the 
strongest argument for the need of a 
change rather than being the intended 
justification for not making it. 

A consistent flow of new ideas and 
alert aggressive thinking from de- 
partment heads regarding departmental 
procedures and practices is one of the 
most valuable possessions that any 
controller's department can have. Yet 
this condition can not be acquired un- 
less the controller himself creates it 
and constantly encourages new ideas 
and suggested improvements among 
the people within his department. 
Every controller should recognize that 
the lack of an aggressive and modern 
operation in his own department will 
make it impossible for him to render 
the type of service to management that 
we are talking about. 


Must BE CLOSE TO MANAGEMENT 


There has been a great deal of dis- 
cussion for some time about what the 
status of the controller should be in 
the corporation’s organization set-up. 
I fully recognize that many controllers 
have been badly handicapped by lines 
of organization that have kept them 
too far away from top management 
to make possible the kind of control- 
lership that we are talking about. But 
in many cases, at least a part of the 
difficulty has been that the individual 
controller has been short in the abil- 
ity and experience that is required to 
operate under the desired organization 
set-up. The first essential is that the 
controller have the personal strength 
and natural ability that will give him 
an equal official status with the senior 
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officers of the company in an entirely 
natural way over any reasonable period 
of time. 

I do not believe that the chief ac- 
counting officer of a company can over 
any length of time produce the best 
kind of a control operation unless he 
reports direct to the president and has 
an official status comparable with that 
of other senior officers of the corpora- 
tion. But every controller should be 
cautious in his effort to attain this 
official status before he is actually ready 
for it. The managements of many cor- 
porations would welcome this kind of 
an organization set-up for their con- 
troller as soon as he can assume its 
added responsibilities. The greater 
management need for controllership, 
the interest in this subject by the stock 
exchange, the position of the Securities 
and Exchange Commission, and the 
encouragement being given by public 
accountants all definitely point to an 
acceleration of this trend toward bet- 
ter organization for controllers. But 
each controller should recognize clearly 
that the acquisition of this official 
status will do more harm than good 
unless he is personally equipped and 
well prepared to function in an effec- 
tive way under such an organization 
set-up. 


Goop PERSONNEL IMPORTANT 


Our second major point for discus- 
sion is—the personnel and organiza- 
tion of the controller's department. 
None of us will question the need for 
capable well-trained personnel in every 
important job in the controller's or- 
ganization. To my mind this is of 
greater importance than any other 
one internal factor or combination of 
factors that contribute to the develop- 
ment of a good control job. The re- 
quirement, of course, varies with the 
size and type of business. However, the 
controlier of any medium-sized organi- 
zation who has only clerks and book- 
keepers to support him will not be able 
to produce the required control and 
figure service for his management. 

In the past a great many controllers 
have not been at all personnel-minded. 
As a result, they now have many weak 
assistants and inefficient department 
heads. Also, in at least some cases, 





clerks and bookkeepers include many 
individuals who have failed to make 
good in other departments of the busi- 
ness. This sort of a personnel situa 
tion will almost surely defeat the de- 
velopment of a good control operation 
unless a program for its correction is 
promptly started. 

Some previous experience in other 
divisions, such as sales or operating, 
is an important asset for key men and 
department heads. This gives them a 
broader viewpoint and usually enables 
them to be much more practical and 
valuable in their contacts with other 
departments on figure and accounting 
matters. A reasonable number of col- 
lege-trained young men is desirable in 
most control departments. These men 
can be trained while they are getting 
their initial experience, and they are 
also the type around whom higher 
standards can be developed. They 
should be prompted as rapidly as justi- 
fied and used to fill department head 
vacancies when their experience is suffi- 
ciently complete. 

A well-trained, intelligent class of 
junior clerical help is equally impor- 
tant to the efficiency and success of 
the controller's operation. In the se- 
lection of his first assistants or major 
department heads the controller should 
require everything in natural ability, 
experience and potential development 
that he is requiring of himself. Other- 
wise he is going to be badly handi- 
capped by having to carry a part of the 
load that should be assumed by his 
assistants. This will eventually lead to 
difficulties that should be avoided at 
the start. 


DEPARTMENTALIZED Basis BEST 


The organization of the controller's 
division should be set up on a depart- 
mentalized or functional basis to the 
extent that is readily adaptable to the 
individual company and its problems. 
In the larger companies the accounting, 
the auditing, the tax, and the budgets 
and analytical work should each be set 
up as a separate unit with a competent 
department head in charge. In smaller 
companies the set-up should at least 
segregate the accounting and figure 
work from the function of budgetary 
control and figure analysis. 

(Please turn to page 442) 
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Which is EASIER TO READ? 


00000850520 is the same 


A 
m= number as 850520—but the 





OLD |900000850520)| 


latter is more easily and faster read, less 
likely to be incorzectly copied. Hence, 





the figure 0 no longer appears on Model 
M Comptometer answer dials, unless it 





NEW | 


850520) 


is preceded by an integer (as in the 
number 850520). 











The newest improvement in the Model M 
Cushioned-Touch Comptometer adding-calcu- 
lating machine eliminates all ciphers in the 
register dial to the left of the answer. 

This improvement makes possible even 
greater speed and less likelihood of error in 
treading answers. Eye travel is limited to the 
length of the answer, instead of extended the 
width of the machine. This means less eye- 
Strain and nerve-strain on operators, hence 
increased efficiency. 

With Comptometer’s exclusive Controlled- 
Key safeguard (which eliminates operating errors 
due to imperfect key manipulation), it acts to 
set a new high standard for first-time accuracy. 














SS 


EASIER READ ANSWERS... 


FOR GREATER SPEED ANO ACCURACY 


In short, it means even greater “Comptom- 
eter Economy”: More figure work handled in less 
time at lower cost. 

Your local Comptometer representative is 
prepared to show you (in your own office, on 
your own work) how this improved Comptom- 
eter can substantially reduce your figure-work 
costs. Telephone him—or, if you prefer, write 
direct to Felt & Tarrant Mfg. Co., 1734 N. 
Paulina St., Chicago, IIL. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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How Can Controller Better Serve 
(Continued from page 440) 

This departmentalization by func- 
tions is important for two reasons: 
First, through specialization, it expe- 
dites a more efficient operation and 
builds up improved standards for each 
type of work; and second, which is 
even more important, it successfully as- 
signs supervision of detail work and 
current operating responsibilities to 
subordinates, so that the controller can 
safely devote a large part of his time 
to keeping executives adequately in- 
formed on the major facts and trends 
in the company’s operations that are 
being disclosed by the figures. 

Under this type of organization, 
which is more important in relatively 
large companies, controllers should be 
able to largely limit the time spent on 
strictly accounting and auditing work 
to the establishment of principles and 
the application of accounting policies. 
This will be done through frequent 
discussions and meetings with assist- 
ants and department heads. If policies 
and principles are clearly outlined in 
this way their execution can safely be 
made the responsibility of competent 
assistants and department heads. This 
method of operating his department 
is absolutely essential if the controller 
is to successfully give management the 
figure service that is required. No 
controller can be particularly valuable 
to his president in a management way 
if he is continually swamped with de- 
tail accounting and auditing problerns. 
Yet it should be remembered that it 
takes a skillful operation to avoid this 
detail and still keep sufficiently in 
touch with the work of the department. 


ACCOUNTS SHOULD DISCLOSE 
MANAGEMENT FACTS 


The establishment of an adequate 
set of operating and financial accounts 
must be given a lot of thought and 
study by the controller who is prepar- 
ing to better serve his company man- 
agement. These accounts should cover 
the operations of every unit in the 
company and they should disclose all 
pertinent facts that are of management 
importance. The initiation of adequate 
account classifications, and a procedure 
for accumulating these accounts into 
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useful and easily interpreted statements 
for the personal use of sales, operating, 
merchandise and financial executives, 
is a job that must be done before the 
controller can really begin to serve 
management adequately. 

To do this requires a good knowl- 
edge of the business and an under- 
standing of the specific facts that are 
most needed for management use. All 
reports and statements for use within 
the company should be designed strictly 
to the needs of the executives who are 
to use them. In too many cases in the 
past such reports have attempted to 
follow accounting forms and conven- 
tionalities which complicate their in- 
terpretation and greatly reduce their 
practical management value. 


Must DiscLosE Goop AND BaD 
IN EACH OPERATION 


All accounting and control reports 
to management should be designed to 
tie directly into the corporation organi- 
zation chart. In most corporations each 
officer and major department head has 
a definite part of the company’s opera- 
tion for which he is responsible. A 
satisfactory set of accounting reports 
will tell the company president the 
essential facts on each separate opera- 
tion to which an officer or a major de- 
partment head is assigned. These state- 
ments should be set up so that they will 
directly relate the good and the bad in 
each operation to the particular in- 
dividual to whom the president has 
given the responsibility for its man- 
agement. The objective in ‘building 
any set of accounting reports for man- 
agement use should be to so clearly 
present and classify the company’s op- 
erations that the specific weaknesses 
and the failures in each activity for 
which an individual is responsible will 
be currently reflected in these state- 
ments. This type of report with very 
little special interpretation will give 
management the necessary facts to take 
corrective action as needed. In many 
cases, statistical reports that analyze 
and break down the figures much fur- 
ther than is practical for book record 
purposes can be used more economi- 
cally to attain this objective. 

The third major part of our discus- 
sion is to suggest some of the specific 








steps to be finally taken by the con- 
troller for improving his accounting 
and control service to management. 
But first, it should be clearly under- 
stood that the prerequisites already dis- 
cussed are absolutely necessary for the 
success of such a program. An ade- 
quate accounting structure that fits the 
company’s management needs, a good 
accounting organization with capable 
key personnel and a management- 
minded controller are all essentials 
that must be realized at least to a rea- 
sonable degree before the required 
service to management can begin to 
function successfully. Such a service 
is very largely the product and result 
of these other things. It is something 
that cannot be achieved without them. 

First in any program of this kind 
it is essential that the controller assign 
responsibilities and organize his work 
so that he can spend a large propor- 
tion of his own time on this ‘‘service 
to management” phase of the job. If 
this is done he can then establish and 
maintain close contacts with his presi- 
dent and the other senior executives 
of the company. Such contacts are the 
best means for keeping constantly in 
touch with company problems being 
considered by these executives. As a 
result, these contacts will bring the 
greatest specific opportunities for in- 
itiating a better control service to 
management. If the controller is on 
top of his job he will have something 
valuable to contribute on nearly every 
management question that comes up. 
This closer contact with the president 
and other senior executives need not 
be forced. It will develop naturally 
and with sufficient rapidity if the con- 
troller is capable of being a valuable 
part of this management group. 


EFFICIENT BUDGETARY SYSTEM 
EssENTIAL 


Something should next be said about 
the budgetary control function, which 
should receive an important part of 
the controller's time. The establish- 
ment of an effective and flexible budg- 
etary control system for all operations 
of the company is of major importance 
in this service to management pro- 
gram. Some will claim that this can 

(Please turn to page 444) 
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The Controller’s 


Money Saver 





” i. * 


\ZF 
When the controller installs a 
Mimeograph duplicator as his first 

assistant, he actually makes his department a 

money saver for every department of his company. 


This great business equipment is now bringing 
savings to firms throughout the country. Typical 
accounting departments are using it to get speed, 
privacy, permanence of copy and economical pro- 
duction for: 

—Standard Practice Instructions to all branches, depart- 

ments and individuals concerned. 

—Monthly trial balance, work sheets, financial statement 
forms. Duplicating the skeleton forms saves high-priced 
accounting time by eliminating needless writing of cap- 
tions and account names and numbers. 

—Inventory and stock control sheets; cost accounting and 
time study forms; budget, payroll, stock order, social 
security, employment forms and records. 

—Monthly and yearly reports to directors and stockholders. 


New Assistant is a | 







The Mimeograph distributor can 
analyze for you the work modern 
Mimeograph equipment can do in 
your plant. Twoof these 
new Mimeograph du- 
plicatorsarethe 
Model92 (inthe 
picture above) 
and the Model 
91 shown here. 


Unusual! new portfolio of sound ideas for greater com- 
FREE | pany efficiency. Clip and mail the coupon today for 
® your free copy of Manufacturing Profits. 











Even the most specialized office procedure can be 
met and adhered to. In addition, the economy of 
the Mimeograph duplicator makes practical the 
testing of many new ideas and practices... permits 
changes in accounting procedure and control to be 
made at any time. 

Our trained duplicating experts are now produc- 
ing substantial savings on dozens of requirements 
for a number of companies. For details on how we 
can help you, call the Mimeograph distributor in 
your locality, or write A. B. Dick Company, Chicago. 








CHICAGO, REGISTERED IN THE U.- Se 


Mimeograph 


MIMEOGRAPH IS THE TRADE-MARK OF A. B. DICK COMPANY, 
PATENT OFFICE 


A. B. DICK COMPANY, Dept. K-1240 
720 W. Jackson Blvd., Chicago, III. 
Send mea free copy of Manufacturing Profits. 
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How Can Controller Better Serve 
(Continued from page 442) 

not be done in a practical way in some 
companies or for some types of opera- 
tion. Without arguing the point it 
seems safe to say that sound budg- 
etary control principles can be adapted 
to any operation if sufficient thought 
and effort is given to its application. 

A good controller can train a com- 
pany and its executives to use budgets 
effectively and to become budget- 
minded if he has the necessary ability 
and perseverance. When this has been 
accomplished the operation of a good 
budgetary control system is one of the 
most valuable control services that a 
company can have. It sets management 
requirements and objectives for every 
major operation in the company. It 
gives management an effective means 
for constant pressure to obtain im- 
proved results in all activities in an 
organized manner that can hardly be 
obtained in any other way. After hav- 
ing had experience with a good budget 
system most company executives will 
not be willing to do without its use as 
a management tool. 
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The successful use of a good budg- 
etary control system requires much 
analysis and interpretative work on the 
company’s statements to give manage- 
ment the specific facts on all perform- 
ance failures and weaknesses that will 
enable sound corrective action to be 
taken promptly. All special reports re- 
sulting from this interpretative work 
and the conclusions drawn therefrom 
should either be handled or directly 
supervised by the controller. The pres- 
entation of these reports and their dis- 
cussion with the president and other 
company executives is primarily the 
controller's personal responsibility. In 
this capacity the controller can demon- 
strate his real management value to 
the company’s executives. 

Both the budgetary control and in- 
terpretative functions that have just 
been discussed pertain primarily to 
regular current operations from month 
to month. These functions have in 
them a certain amount of regularity 
and routine after they once become es- 
tablished. In addition to this many 
companies have special major problems 
constantly arising that should have 





exhaustive study and figure research 
work expended on them. These may 
be problems on critical changes that 
are taking place in long term sales 
trends on certain products or in certain 
territories. They may relate to basic 
problems on increasing operating costs, 
changes in wage rates, transportation 
costs, and the like. They may pertain 
to the effect on the company’s business 
of new governmental regulations or 
changes in economic factors that affect 
the business. These are sufficient illus- 
trations to indicate the type of special 
analysis and research work that we 
have in mind. This type of work 
naturally falls into the field of the 
controller. Any controller who is de- 
veloping a program for improved man- 
agement service should equip himself 
to handle efficiently this type of work 
to the extent that is required by his 
particular company. With the many 
changes that are taking place in eco- 
nomic and governmental factors that 
affect business, this function can easily 
become one of the controller's most 
important contributions to manage- 
ment. 
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CHICAGO 
DETROIT 


®@ Sales Analyses 





MONTREAL 


®@ Inventory and General Calculating Service 
® Market Research and Questionnaire Tabulations 


Thirty years of practical experience enable us to do 


TABULATING AND STATISTICAL WORK 
AT MINIMUM COST TO YOU 


Trained staffs of operators under competent supervisors are maintained to do manual 
or mechanical operations, using the most modern punch card equipment. You pay only 
| for the actual hours of work needed—usually agreed upon in advance. 

Send for a copy of a brief, interesting, descriptive booklet entitled ‘Economies in Sta- 
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NO FIGURING - NO MACHINE WORK 
NO MISTAKES 


[F YOUR company operates under the Wage-Hour Law, it is 
decidedly to your advantage to read every word of this 
message. For it describes a new and better way to com- 
pute payrolls—a method that introduces speed and accuracy 
never known before. 


The Acme Payroll Calculator does away with paper-and- 
pencil figuring, with its chance for error; supersedes the 
machine method with its need for verification; reveals 
instantly and with unfailing accuracy the exact pay due any 
employee—regular, overtime and total. 


COMPACT, VISIBLE: The Acme Calculator is a compact 
VISIBLE card book, 15 inches long, that fits in any desk 
drawer when not in use. Embodying all the well known 
ACME features of permanence, convenience and quick 
reference, it contains 261 individual wage tables covering 
rates from 30c to $1.50 in 2c steps and from $1.50 to $2.00 
in 2c steps; 15 minutes to 60 hours in quarter-hour periods. 


ACME VISIBLE RECORDS, INC. 


128 S. MICHIGAN AVE. ¢ CHICAGO, ILL. U.S.A. 
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Actual Size of Card 8" x 6". Printed in 2 Colors 


The EXACT PAY at a glance 


SHOWS REGULAR, OVERTIME EXCESS AND 
TOTAL PAY: George Brown, earning 54Y2c an hour, 
has worked 4834 hours. A flip of the finger exposes the 
54Y2¢ wage table. A single glance brings the clerk to the 
48-hour subdivision and the exact and complete answer: 
$26.57 regular pay, $2.38 overtime excess, $28.95 total. 
No need to verify because every figure is 100 per cent 
correct. No time-waste, no confusion, no chance for error. 





15 DAYS' TRIAL: It takes but a moment's thought to 
realize that the Acme Payroll Calculator pays for itself 
many times each year in the time it saves and the mistakes 
it eliminates. Price $24.50, complete and ready to use. 
Sent on 15 days’ approval. Write, telephone or telegraph! 


15 DAY TRIAL OFFER 





ATTACH THIS COUPON TO YOUR BUSINESS LETTERHEAD i 


ACME VISIBLE RECORDS, INC. | 
128 South Michigan Avenue, Chicago | 


Send us the Acme Pay Calculator ($24.50) on your 15-day trial offer. 
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REVIEWS of Recent Business Publications 


STABILIZING JOBS AND WAGES, by 
Herman Feldman, Ph.D. Harper & Broth- 
ers. 334 pages. $3.50. 

The subject with which this book deals 
authoritatively and completely is one of 
the most important facing management to- 
day. The author, who is the dean of the 
School of Business and Civic Administra- 
tion of the College of the City of New 
York, is one of the leaders in his field. The 
present volume is a successor to his previous 
authoritative study, “The Regularization of 
Employment,” published in 1925, a study 
originally made under the direction of a 
committee appointed by the American Man- 
agement Association. 

Since that time many new developments 
and reports have become available and the 
present volume takes cognizance of these 
modern trends of thought in the whole 
field of employment and wage stabilization. 

“The principles and methods here con- 
sidered,” the author says in his preface, 
“are those through which an employer can 
directly improve stability of employment in 
his own business or influence the steadiness 
of work in his industry and community. The 
primary subject to be discussed is not un- 
employment but irregular employment.” 

Aside from the important fact that em- 
ployment stabilization has a direct relation 
to lower taxes under the merit rating pro- 
visions of the unemployment insurance 
laws, the new developments in related 
fields such as annual wage plans, employ- 
ment guarantees, selective seniority pro- 
grams, and other equally important aspects 
of industrial labor relations certainly are 
of interest to controllers. 

The book covers the whole subject thor- 
oughly and what is perhaps remarkable in 
a book of this kind, in a most readable and 
interesting fashion. There is a wealth of 
illustrative material covering a wide area 
of business and industry. Some of the 
aspects considered are Market Research and 
Distribution Planning, Balancing the Work- 
ing Schedule, Minimizing the Effects of 
Technological Cr anges, Improving the Sta- 
bility of Wage #ayments, which discusses 
the wage plans of Swift & Company, Gen- 
eral Motors, Nunn-Bush, Proctor & Gam- 
ble, and many others in detail, and an ex- 
cellent discussion of the incentives that 
Experience Ratings give to Regularization. 

Generally, this reviewer would call Doc- 
tor Feldman’s book an important and 
worthwhile contribution to the year’s lit- 
erature on scientific management. 


Reviewed by Morrison H. WATKINS. 
PROPERTY TAXES, a Symposium con- 
ducted by the Tax Policy League. 288 pages. 
$2.50. 

This is a collection of papers delivered 
by a group of experts before the symposium 


conducted by the Tax Policy League in 
December, 1939. 

As Mabel Newcomer, the Chairman of 
the Program Committee, says in her fore- 
word, the general property tax is an essen- 
tially American institution, but not one of 
which we are inclined to boast. With this 
we can all agree. It has been condemned 
as defective in principle and as impossible 
of administration as long as American 
economists have been writing in the field 
of taxation. Yet the tax or some modifica- 
tion of it remains by far the largest source 
of tax revenue in the country. 

The nineteen who delivered the papers 
here presented were chosen because they 
were thoroughly conversant with the par- 
ticular phase of the subject with which they 
were asked to deal and, in some instances, 
also because they represented divergent and 
important points of view. 

The book is divided into five parts, 
each of which deals with a separate angle 
of the problem as a whole: Trends in Prop- 
erty Taxation, Classified Property Taxes, 
Justification of the Property Tax, Alterna- 
tive Bases for Real Estate Taxation, and 
Administrative Problems of Property Taxa- 
tion. 

There is an excellent bibliography and 
index. The book should interest those 
whose work takes them into this compli- 
cated field of taxation as a means of in- 
forming themselves on the most recent 
thought on the subject. 

Reviewed by Morrison H. WATKINS. 


ESTATE PLANNING TO MINIMIZE 
TAXES, by Morse Garwood. Prentice-Hall, 
Inc. 269 pages. $3.50. 

This book will be of interest to lawyers, 
trust men, and life underwriters particu- 
larly, though all of us want to minimize 
the taxes our heirs will have to pay. As 
the author points out, no one of the three 
mentioned above has time to become a tax 
expert. However, according to Mr. Gar- 
wood, it is not necessary for him to become 
one. If he understands a comparatively 
few simple fundamentals of income, estate, 
and gift taxes, he will be able to plan a 
program for his client which will result 
in minimizing the latter’s taxes. This book 
is designed to explain these fundamentals. 

The present reviewer, not being an ex- 
pert in this field of taxation himself, is not 
competent to pass on the author’s conclu- 
sions and suggestions. But he can say that 
it is a complete presentation of the subject, 
with much factual information, and should 
be a valuable handbook for those whose 
work takes them into this field of taxation. 

Estate, gift, and income taxes are ex- 
plained in order; the application of the tax 
rules to insurance and trust problems is 
explained; and a great variety of prob- 
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lems is presented, each taken from an ac- 
tual case. 

An appendix contains various tables of 
tax rates, statutory excerpts, and other sta- 
tistical information. 

Reviewed by Morrison H. WATKINS. 


“LITTLE BITS ABOUT BIG MEN,” by 
B. C. Forbes. B. C. Forbes Publishing 
Company, New York. 218 pages. $2.50. 

The book features lively, intimate, fruit- 
ful anecdotes about hundreds of business 
leaders and men in public life whom the 
author knows personally or has interviewed 
during his forty years of reporting. The 
tone of most of the anecdotes is light and 
the book is highly fascinating. The reader 
will find it rich in inspiring, encouraging 
incidents, experiences, philosophic nuggets 
for those who desire to get more out of 
business and the business of life. Publica- 
tion date, October 25. 


Reviewed by Harvey M. KELLEY. 


“MATHEMATICS FOR THE ACCOUNT- 
ANT,” by Samuel Waldo Specthrie, M.B.A., 
C.P.A., Assistant Professor of Accounting, 
School of Commerce, Northwestern Univer- 
sity. The Ronald Press Company, New 
York. $4.50. 

The purposes of this book are to point 
out the uses of practical accounting math- 
ematics, to afford drill in their application, 
and to introduce methods that increase 
speed and accuracy. The text includes 
many points of accounting theory pertinent 
to the mathematics problems introduced. 
Stress is laid on the preferred method of 
procedure where several are available. Sub- 
stantially all the illustrations and assigned 
problems relate to accounting, many of 
them having been taken or adapted from 
C.P.A. examinations. The material is or- 
ganized on the “unit lecture plan,” loose 
leaf binder, and coordinates lecture, text 
material, and homework. 

Reviewed by HARVEY M. KELLEY. 


SEC Publishes Volume 3 of 
Decisions and Reports 


The Securities and Exchange Commis- 
sion announces that Volume 3 of its De- 
cisions and Reports has been printed and 
bound in buckram. The volume, which 
contains all findings and opinions pub- 
lished in the printed pamphlets, Volume 
3, Parts 1 and 2, covers the period from 
January 1, 1938 to October 31, 1938. The 
volume has an index-digest of the cases 
and a table of cases reported, citing sec- 
tions of the Acts involved. The volume 
may be obtained from the office of the 
Superintendent of Documents, United 
States Government Printing Office, Wash- 
ington, D. C., for $1.75 per copy. The 
Commission has no copies for general 
distribution. 
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is or- ™® It’s the talk of every office where figuring is done. 

—_ The Printing Calculator saves time and money, because 
it prints all factors of every calculation . . . automatic 

EY. division, multiplication, addition, subtraction . . . direct- 
ly onto tape. It saves time because you don’t need to 

al “double-check”, or copy the answer from dials. It saves 

. te money because its simple 10-key numeral keyboard re- 

ao quires no specially-trained operators. It’s a “natural” on 

pub- every figuring job! Try it today. Phone your nearest 

— Remington Rand office . . . or write Remington Rand 

The Inc., Buffalo, New York. 
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mee . 2p PPG NOISELESS, STANDARD, PORTABLE TYPEWRITERS ‘.. ADDING, CALCULATING, BOOKKEEPING, PUNCHED-CARD ACCOUNTING MACHINES... KARDEX VISIBLE 
Remingt? r. MYPEWPTTEE SYSTEMS, RECORD PROTECTION, FILING METHODS AND EQUIPMENT, LOOSE-LEAF DEVICES ... PHOTOGRAPHIC RECORDS EQUIPMENT. ...4D OTHER 
RUTACEAE TTT PRECISION PRODUCTS INCLUDING THE FAMOUS REMINGTON RAND DUAL CLOSE-SHAVER— DEALERS, SALES AND SERVICE OFFICES IN 517 CITIES 
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Communications 








GO BEYOND EDGES OF 
YOUR SPECIFIC JOB 


To the Editor: 

It is stimulating to one’s initiative to 
read a list of the various duties and re- 
sponsibilities carried by others in the same 
line of work, but it seems to me, Mr. 
Tucker, that our magazine has put a little 
too much emphasis on the exact upper and 
lower limits of controllership in its past 
issues, being somewhat similar to the atti- 
tude assumed by various labor unions. 

The man who is very diligent in looking 
after the details of his job, but who at 
the same time is very careful not to go be- 
yond the edges of it, makes a splendid 
employee, but a miserable executive; and 
one must be an executive in the true sense 
of the term to deserve being called a con- 
troller, for to me the word controller im- 
plies an executive and not simply one of 
the “hands.” 

To be an executive one should be able 
to handle all of the details under his juris- 
diction, to assume responsibility for seeing 
that they are properly handled, to be con- 
stantly on the watch for new and improved 
methods, and at the same time win and 
deserve the loyal support of his working 
force, but not to be content with that much 
and that much only. He should be able 
and willing to enter into a sympathetic 
understanding with and to lend his active 
support to the other officers of the company 
and their responsibilities, and to realize 
that oftentimes the things they are trying to 
do are more important than his own par- 
ticular duties at the moment. 

F. L. CAME 
The Barbasol Company, 


Indianapolis 


COMPLIMENTS LINDAHL 
ON SPLENDID JOB 


Mr. O. N. Lindahl, President, 
Controllers Institute of America, 
One East Forty-Second Street, 
New York City, N. Y. 


Dear Mr. Lindahl: 

The stuff of which The Institute is made 
—the character of its members and their 
ability in the search for and the portrayal 
of fact and truth—has been represented in 
a most pleasing and thorough manner by 
you as President during the past eventful 
year. 

You have done a splendid job, albeit a 
strenuous job, but you have enjoyed giving 
so much service to an organization the 
members of which, as you surely realize, 
are genuinely grateful to you. 

My observation has been that the mem- 
bers of the Chicago Control have not only 
been very proud of you but have been happy 
over the benefits which your good work 
has given to The Institute. Straightforward, 
honest ways of doing things generally leave 
such impressions. 

Please allow me to congratulate you on 





your outstanding administration and, as a 
member, to thank you for your real con- 
tribution to the furtherance of this organi- 
zation which we believe to be so much 
worth while. 
Roy S. HoipEN (signed) 
Public Service Company of 
Northern Illinois, Chicago 


New Rules Limit Pledging 
of Customers’ Securities 


The Securities and Exchange Commis- 
sion announces adoption of two rules 
under the Securities Exchange Act of 1934 
carrying out the statutory principles gov- 
erning the pledging of customers’ securi- 
ties as collateral by members of national 
securities exchanges and other brokers 
and dealers. 

The new rules are designed to furnish 
added protection to customers against 
losses which may result from brokerage 
failures. It has not previously been il- 
legal under the usual kind of “customer’s 
agreement” for a broker or dealer to 
commingle customers’ securities with his 
own as collateral for loans used by the 
firm in its business as a dealer or trader 


for its own account. 
not been illegal under such “customer’s 
agreements” for brokers and dealers to 


borrow more on their customers’ securi- © 


ties than was owed them by the customers. 
When the broker or dealer failed under 
such circumstances, the risk of loss to 
customers was substantially increased. 

To this end, the rules, in effect, pro- 
hibit brokers and dealers from risking the 
securities of their customers as collateral 
to finance their own trading, speculating, 
or underwriting ventures. 

Subject to certain exemptions, the rules 
put into operation three simple principles 


laid down in the three clauses of Section } 


8 (c) of the Act. The first is that brok- 


ers or dealers must not commingle the’ 


securities of different customers as col- 
lateral for a loan without the consent of 


each customer. Second, a broker or dealer © 
must not commingle his customers’ securi- © 


ties with his own under the same pledge. 
Finally, a broker or dealer must not 
pledge customers’ securities for more than 
his customers owe him. 

The rules were the subject of several 
months of discussion between the Com- 
mission’s staff and the national securi- 
ties exchanges, the National Association 
of Securities Dealers, Inc., certain banks 
making substantial brokers’ loans, and 
other representatives of the financial com- 
munity. 





MODERNIZE Your Record Storage 
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THE OLD WAY—Costly, space- 
wasting, dirty, inflammable, un- 
systematic, short-lived, hazardous, 
inconvenient, 


records and a big savings of time 
and money in the handling and 
housing of your records. 


SAFE-T-STAK Files are made 
to Fit Your Forms. 


Years of experience and specialized training in 
the filing and storage of records have given us 
a vast store of practical and technical informa- 
tion on which to base our service to you. Much 
of this information has been condensed in the 
little book illustrated here. It is yours without 
obligation. Send for it today—it will pay you 
real dividends. 


with 


SAFE J STAK 
STEEL STORAGE FILES 





As controller you know that the burden of systematic 
record keeping is a real problem. When you install 
SAFE-T-STAK Steel Storage Files you are adopting 


a record storage system based on an ex- 
haustive survey, years of actual experi- 
/ ence and a long period of file construction. 
SAFE-T-STAK assures you quick access to 
your important semi-active and inactive 
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THE STEEL STORAGE FILE WAY—Inezpen- 
sive, space-saving, clean, fire-resistant, systematic, 
permanent, safe, acvessible for instant reference. 


THE STEEL STORAGE FILE CO., 2218 West 63rd St., Cleveland, Ohio 


Please mail us your booklet today 
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Likewise, it has © 
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Many executives accustomed to studying cost reduction methods 

















tion in the factory are beginning to realize that the same fundamental 
anks 

and principles can be applied to reducing office costs. For example: 
. In the Factory In the Office 
a 


Operations are studied to eliminate 7} Studying the work on each desk 
all possible waste in time and effort. 6a ie eliminates wasteful routines. 

al Many operations are combined to Relzted records can now be produced 
_ avoid costly rehandling of the work. 2m | in a singie handling. 


ex: 
peri- 
tion. 


0 Employees are shown how to avoid Operators can use short-cuts to ob- 
tive e e . 
unnecessary steps and motions. ea 3 we tain accurate results with less effort. 


Each employee is equipped with the Theright machine for each jobassures 
proper tools or machines for each job. lt 4 =» a greater return on office salaries. 


Outmoded machines are quickly re- | Modern office machines can effec- 
placed with modern machines. tively replace outmoded equipment. 


rpen- 


Burroughs will gladly explain the many ideas recently developed 
| for reducing office costs. Call your local Burroughs office today. 
hio BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


Todays Burroughs 


DOES THE WORK IN ce TIME—-WITH LESS EFFORT—AT LESS COST 
























DUTIES OF A CONTROLLER 
As Defined by Controllers Institute of America 


These definitiuns, except Number 17, were agreed upon and approved by the 
Board of Directors. cf The {mstitute. and were promulgated m June, 1933. It 
] 


was one of the earliest iope 
its organization ‘ate in 193). 
(Note: few controllers pe: ora: 4 ate respuncitle for, al) ef the duties listed 


ats for membership, The Zustitute inquires 


here. In determi xing eedbility olf applic uit 
as tu which of the ducies Jisted “2 ajpiicant performs, or for which he is responsibie, 
through assystant:. 7 


{. The ‘astallation and supervision of all accounting records of the corporation. 
2. The preparation and interpretation of the financial statements and reports of 
the corporation. 


3. The continuous audit of all accounts and records of the corporation wherever | 


located. 
. The compilation of production costs. 
. The compilation of costs of distribution. 
. The taking and costing of all physical inventories. 


NAW & 


relating to taxes. 

. The preparation and interpretation of all statistical records and reports of the 

corporation. 

9. The preparation, as budget director, in conjunction with other officers and 
department heads, of an annual budget covering all activities of the corpora- 
tion, for submission to the Board of Directors prior to the beginning of the 
fiscal year. The authority of the controller, with respect to the veto of com- 
mitments or expenditures not authorized by the budget, shall, from time to 
time, be fixed by the Board of Directors. 

10. The ascertainment currently that the properties of the corporation are prop- 
erly and adequately insured. 

11. The initiation, preparation and issuance of standard practices relating to all 
accounting matters and procedures and the co-ordination of systems through- 
out the corporation, including clerical and office methods, records, reports and 
procedures. 

12. The maintenance of adequate records of authorized appropriations and the 
determination that all sums expended pursuant thereto are properly accounted 
for. 

13. The ascertainment currently that financial transactions covered by minutes of 
the Board of Directors and/or the Executive Committee are properly executed 
and recorded. 

14. The maintenance of adequate records of all contracts and leases. 

15. The approval for payment (and/or countersigning) all checks, promissory 
notes and other negotiable instruments of the corporation which have been 
signed by the Treasurer or such other officers as shall have been authorized 
by the by-laws of the corporation or from time to time designated by the 
Board of Directors. 

16. The examination of all warrants for the withdrawal of securities from the 
vaults of the corporation and the determination that such withdrawals are 
made in conformity with the by-laws and/or regulations established from time 
to time by the Board of Directors 

17. The preparation or approval of the regulations or standard practices required 
to assure compliance with orders or regulations issued by duly constituted 
governmental agencies. 


This list of duties is recommended primarily for use by manufacturing 
com panies. 


oO 


A short form of by-law for a corporation, defining the duties of a controller, 
which The Controllers Institute of America recommends for adoption, reads, 

The duties of the controller shall be to maintain adequate records of all 
assets, liabilities, and transactions of this corporation; to see that adequate 
audits thereof are currently and regularly made; and, in conjunction with 
other officers and department heads, to initiate and enforce measures and 
procedures whereby the business of this corporation shall be conducted with 
the maximum safety, efficiency, and economy. He shall attend all meetings 
of the Board of Directors and of the Executive Committee and he shall re- 
port to the President and/or the Board of Directors as said Board of Direc- 
tors may prescribe. His duties and powers shall extend to all subsidiary 
corporations and, so far as the president may deem practicable, to all affiliated 
corporations. 


. The preparation and filing of tax returns and the supervision of all matters | 


rfant undertakings completed by the Instiiute, after 
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THIN DAPERS 


They are strong and durable, yet 
have minimum bulk. Their light- 
ness and strength combined, allow 
us tomake numerous clean,clear 
carbon copies. We use them now 
for Thin Letterheads on all our 
Branch Office, Foreign and Air 
Mail Correspondence. We also 
usesome of the mary distinctive 
colors for our office records and 


factory forms. 















Fidelity Onion Skin 
Emco Onion Skin 
Clearcopy Onion Skin 
Superior Manifold 


SEND FOR SAMPLES , 








Ss a | 








| he} 2 2 O) 4 


WE Vatbbe-Voiabbabate mm Oxescibel-baby 





Turners Falls, Mass. 
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NEW “AEMBERS FLéCTie 

At at ‘ing ot the Board of Directors 
of The C: uatrollers Institute of America, 
held November 29, 1940, the applicants 
named below were elected to active mem- 
bership in The Institute: 


C. T. BERGESON 
Standard Oil Company (Indiana), Chi- 
cago. 


THURBER H. BIERCE 
NY PA NJ Utilities Company, New 
York City. 

ROBERT G. BLOOM 
Lukens Steel Company, Coatesville, Penn- 
sylvania. 


LEONARD BOLSTER 
Kollsman Instrument Division Square D 
Company, Elmhurst, Long Island, New 
York. 


STANLEY F. CHITTICK 
Simonds Saw and Steel Company, Fitch- 
burg, Massachusetts. 


L. S. CLINE 
American Hoist & Derrick Company, St. 
Paul. 


ROBERT S. COONS 
Interstate Bakeries Corporation, Kansas 
City, Missouri. 


Morris A. Cox 
William Volker & Company of Missouri, 
Kansas City, Missouri. 


WALTER RICHARD HUMMEL 
United Wall Paper Factories, Inc., Chi- 
cago. 


FRANCIS O. KANEHL 
The Ohio Boxboard Company, Rittman, 
Ohio. 


GILBERT MALONEY 


United Aircraft Products, Inc., Dayton. 


L. J. MEINERS 
Piqua Munising Wood Products Com- 
pany, Cleveland. 


CHARLES J. NEUMEISTER 
Crane & Co., Inc., Dalton, Massachusetts. 


F. W. PEAKE 
George A. Breon & Co., 
City, Missouri. 


Inc., Kansas 


HARLEY T. PYLES 
Fairmont Aluminum Company, Fairmont, 
West Virginia. 

WILLIAM J. RANSOM 


The Wm. S. Merrell Company, Lockland 
Station, Cincinnati. 


W. E. SLAUGHTER 
Public Service Company of Oklahoma, 
Tulsa. 


H. K. STARK 
Kentucky Utilities Company, Lexington. 


JOHN W. VAUGHN 
The Central West Utility Company, Kan- 
sas City, Missouri. 
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MEEVINGS OF CONTROLS S$ 
CHICAGO 

Topic: “SECOND REVENUE ACT OF 

1940—-EXCESS PROFITS TAXES” 

Particular emphasis on Excess Profits 
Taxes was given by Mr. W. B. Swindell, 
the guest speaker at the regular monthly 
meeting of the Chicago Control which was 
held at Harvey's Restaurant on November 
26. He is a member of a local firm which 
acts as federal income tax advisors to trade, 
industrial and bankers’ associations and the 
like. He is an authority on federal income 
tax problems and is the author of numerous 
atticles which have appeared in various pub- 
lications throughout the country. Every one 
who attended the meeting felt well repaid 
and was glad not to miss hearing Mr. Swin- 
dell on this all important subject. 

A joint luncheon meeting of the Chi- 
cago Control of The Controllers Institute of 
America and the Committee on Uniform 
Methods of Oil Accounting, American Pe- 
troleum Institute, was held at Fred Harvey’s 
on November 12. The speaker was Mr. 
William W. Werntz, chief accountant of 
the Securities and Exchange Commission, 
Washington, D. C. who addressed the meet- 
ing on “Regulation S-X and Related Sub- 
jects.” President V. L. Elliott, of The Con- 
trollers Institute of America, presided at 
this luncheon. 


CINCINNATI 
Topic: “RESEARCH AND ITS EF- 
FECT ON COST” 

“Research and Its Effect on Cost’”’ was the 
subject of an address by Mr. Wilmer C. 
Gangloff at the November meeting of the 
Cincinnati Control. It was held at Hotel 
Alms on November 12, and was open to 
members and guests. 


CLEVELAND 


Topic: “EXCESS PROFITS TAX ACT 
of 1940” 

Because of the interest manifested in the 
Excess Profits Tax Act of 1940 by control- 
lers generally and the many intricate prob- 
lems that will be encountered by them, the 
Program Committee of the Cleveland Con- 
trol arranged to have Mr. David A. Gaskill 
of Cleveland, address the November meet- 
ing of the subject “Excess Profits Tax Act 
of 1940.”” He is chairman of the Commit- 
tee on Federal Taxation of The Cleveland 
Chamber of Commerce. The meeting was 
held at Hotel Cleveland on November 12. 


CONNECTICUT 

Topic: “TAXATION AND DETAILS 
OF THE 1940 FEDERAL REVENUE 
ACT” 

Mr. William M. Birs, of the Waterbury 
Farrell Foundry and Machine Company, and 
a director of the local Control, led the dis- 
cussion which took place at the November 
meeting of the Connecticut Control. It was 
held on November 6 at the Hotel Elton in 
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Waterhicy and the subject was ‘Taxation, 
and Leetails of the 1940 Federal Revenue 
Act.” From the point of view of numbers, 
in addition to that of interest in the live 
subject at hand, the meeting was a big suc- 
cess. Twenty-six were in attendance. 


DAYTON 


Topic: “PUBLISHED FINANCIAL 
STATEMENTS” 

Wives and friends of the members of the 
Dayton Control were invited to attend the 
informal social gathering which preceded 
the regular monthly meeting at the Van 
Cleve Hotel on November 14. A separate 
room was provided for the ladies to enjoy 
cards and other games, after dinner, while 
the men continued with the meeting. The 
program consisted of a discussion of “Pub- 
blished Financial Statement,’ under the 
leadership of the secretary, Mr. E. F. Camp- 
bell. 


DETROIT 


Topic: “MEETING OUR RESPONSI- 
BILITY FOR ECONOMY” 

Mr. R. Shull, Division Planning Depart- 
ment Manager of the Socony-Vacuum Oil 
Company, Incorporated, was the guest 
speaker at the monthly meeting of the De- 
troit Control on November 13 at the Hotel 
Statler. His subject was “Meeting Our Re- 
sponsibility for Economy.” The meeting 
was interesting and was well attended. 


DISTRICT OF COLUMBIA 
Topic: “INSURANCE PROBLEMS” 
A closed meeting was held by the Dis- 
trict of Columbia Control at the Carlton 
Hotel on November 26. There was not an 
outside speaker and the evening was de- 
voted to a general discussion and exchange 
of ideas and experiences relating to the in- 
surance problems of the several companies 
represented in the Control. Members as- 
sociated with companies having full time 
insurance specialists invited these men to 
attend the meeting as guests. The discus- 
sion was interesting and helpful to all. 


INDIANAPOLIS 
Topic: “FEDERAL TAXES” 


The subject of the November meeting of 
the Indianapolis Control was ‘Federal 
Taxes.” The meeting was held at the Ant- 
lers Hotel on November 27. The discus- 
sion leader was Mr. Charlton N. Carter, 
certified public accountant, and partner of 
a local firm of public accountants, whe 
showed that he was well qualified to speak 
on the subject. 


KANSAS CITY 
Topic: “DISCUSSION OF THE 1940 
EXCESS PROFITS TAX” 

Mr. Alfred J. Blasco, controller, Inter- 
state Securities Company, was technical 
chairman of the monthly meeting of the 
Kansas City Control which took place at 














INSTITUTE ACTIVITIES 











TO CLARIFY CODE 
OF ELIGIBILITY 


The Board of Directors of 
the Controllers Institute of 
America, at a meeting held 
October 29, discussed the 
advisability of defining in 
greater detail than has been 
done heretofore, the Code of 
Eligibility to Membership, for 
the guidance of officers, di- 
rectors, Membership and Ad- 
mission Committees of the 
twenty-two Controls. Clari- 
fication of the Code is sought, 
and at the same time con- 
tinued rigid maintenance of 
the high standards of eligibil- 
ity. A special committee to 
clarify the Code of Eligibility 
will be appointed by President 
Verl L. Elliott. All members 
are invited to submit sugges- 
tions for inclusion in the 


Code. 











the Kansas City Club on November 11. A 
discussion of the 1940 Excess Profits Tax 
was held under the leadership of Mr. Parry 
Barnes, certified public accountant, one of 
Kansas City’s foremost accountants for many 
years. The familiar problematical questions 
were raised and Mr. Barnes undertook to 
answer them and to explain the law. 


LOS ANGELES 


Topic: “EXCESS PROFITS TAX ACT 
OF 1940” 

The November meeting of the Los An- 
geles Control was held on November 19 at 
the Clark Hotel, since the regular meeting 
night fell on Thanksgiving Day. Mr. Herb- 
ert T. Short, Bekins Van & Storage Com- 
pany, was chairman of the special program 
committee for the evening and was assisted 
by Mr. F. L. Andrus, Forest Lawn Memorial 
Park, and Mr. D. S. Jeppson, Lane-Wells 
Company, in a discussion of the Excess 
Profits Tax Act of 1940. Members were 
urged to bring tax men from their own 
staffs, and a worthwhile consideration of 
this timely subject resulted. 


MILWAUKEE 


Topic: “TAXES” 

With present and constantly increasing 
tax levies challenging the progress of com- 
merce and industry, the November meeting 
of the Milwaukee Control was devoted to 
gaining a more thorough understanding of 





this acute problem. The meeting was held 
on November 12 at the University Club and 
the guest speaker was Mr. James V. Giblin, 
editor-in-chief of the Alexander Publish- 
ing Company, New York, and writer of the 
Alexander Tax News letter. He was an 
exceptionally able and interesting speaker 
and gave a part of his time to general dis- 
cussion, and then answered questions. 


NEW ENGLAND 
Topic: “WORKMEN’S COMPENSA- 
TION INSURANCE” 

On November 26 at Putnam and Thurs- 
ton’s Restaurant, Boston, the New England 
Control held one of its best monthly meet- 
ings of the year. The speaker was Mr. 
Charles F. Horan, insurance advisor for 
the Associated Industries of Massachusetts 
and general manager of the Arrow Mutual 
Liability Insurance Company. He spoke on 
‘“"Workmen’s Compensation Insurance,’ with 
which he is thoroughly acquairted in both 
theory and practice. Each member was in- 
vited to bring along his general manager 
or whoever has the handling of compensa- 
tion insurance in his company. Questions 
from those in attendance added a great deal 
to the exceedingly worthwhile meeting. 


NEW YORK CITY 


Topic: “THE SPECTRE OF INFLA- 
TION” 

Ordinarily the monthly dinner-meeting of 
the New York City Control takes place on 
the third Thursday of the month, but be- 
cause of the change in the date of the ob- 
servance of Thanksgiving Day, this month’s 
meeting was held on November 28. The 
subject “The Spectre of Inflation’ formed 
the basis for discussion and the guest 
speaker was Dr. Walter E. Spahr, chairman, 
Department of Economics, School of Com- 
merce, New York University. An authority 
in this field, Dr. Spahr addressed the mem- 
bers on “The War-Time Monetary and 
Fiscal Picture.’”’ This meeting was most in- 
teresting and productive. Members were 
notified of a series of luncheon meetings to 
be held on Tuesdays, at Hotel Shelton, at 
12:30 P.M. beginning on November 26. 


PHILADELPHIA 
Topic: “THE CONTROLLER’S RE- 
SPONSIBILITY TO PRIVATE EN- 
TERPRISE” 

Tne monthly meeting of the Philadelphia 
Control was held at the Penn Athletic Club 
on November 7. The subject, ‘The Con- 
troller’s Responsibility to Private Enter- 
prise,” was presented by Mr. Marvin Bower, 
an outstanding management consultant, in 
his address to the members. He dealt in 
a concrete and specific manner with the 
things that a controller can do in his day- 
to-day job to help protect the private en- 
terprise system. It was a very interesting 
meeting. 
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PITTSBURGH 
Topic: “EXCESS PROFITS TAX 
LAW” 


Mr. Ellsworth C. Alvord, attorney, Wash- 
ington, D. C. addressed the members of the 
Pittsburgh Control at the November meet- 
ing on “Excess Profits Tax Law.” The 
meeting was held at the William Penn 
Hotel on November 25 and was largely at- 
tended. Members invited their associates 
who were interested in the tax problems of 
their companies. An invitation was extended 
also to the Pittsburgh Chapter of Certified 
Public Accountants. Mr. W. W. Booth, of 
a local firm of lawyers, acted as discussion 
leader following Mr. Alvord’s address. 


ROCHESTER 

Topic: “WAGES AND HOURS LAW 

Mr. John N. Lambert, Snider Packing 
Corporation, and a member of the Nomi- 
nating Committee of the Control, was the 
speaker at the regular monthly meeting of 
the Rochester Control on November 27 at 
the Rochester Club. The subject was “Wages 
and Hours Law’ ’and Mr. Lambert sum- 
marized the provisions and effects of the 
law, taking into account the interpretations 
and changes which have occurred since it 
first went into effect. 


SAN FRANCISCO 
Topic: “HIGHLIGHTS OF THE REV- 
ENUE ACTS OF 1940” 

The November meeting of the San Fran- 
cisco Control was held at the St. Francis 
Hotel on November 14. Mr. J. L. Cock- 
burn, manager of the Tax Department of 
a public accounting firm, addressed the 
members on “Highlights of the Revenue 
Acts of 1940.” The chairman of the Con- 
trol’s Tax and Legislative Committee, Mr. 
Frank J. Meley, of H. C. Capwell Com- 
pany, reported on the merit rating situation 
with respect to unemployment insurance. 


ST. LOUIS 
Topic: “EXCESS PROFITS TAXES 
The November meeting of the St. Louis 
Control was held at the Missouri Athletic 
Association on November 25. The subject 
was ‘Excess Profits Taxes’’ which was ably 
presented by Mr. E. C. Boye, certified public 
accountant. Members came prepared for the 
lively and helpful discussion which fol- 
lowed Mr. Boye’s address. 


SYRACUSE 

Topic: “The EXCESS PROFITS TAX” 

The regular monthly meeting of the Syra- 
cuse Control was held at the Industrial Club 
on November 19. Mr. J. W. Crosby of the 
Will and Baumer Candle Company, In- 
corporated, led a discussion on “The Excess 
Profits Tax.” 


TWIN CITIES 
CANCELLATION 
The regular meeting of the Twin Cities 
Control which was scheduled to be held on 
November 12 at the Minneapolis Athletic 
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Club was canceled by order of President 
R. A. Lee. This was due to the severe 
storm and blizzard which raged throughout 
the northwest on Monday evening and all 
day Tuesday. All transportation facilities 
were paralyzed and suspended, and many 
offices and stores did not open on Tuesday 
because of the inclement weather. A gen- 
eral discussion had been arranged on mat- 
ters of current interest to controllers, in- 
cluding the new Federal Income and Excess 
Profits Tax Law, and Employers’ Benefits 
to Conscripted Employees. 


BUFFALO 
Topic: “THE RETENTION AND DE- 
STRUCTION OF RECORDS” 

At the regular monthly meeting of the 
Buffalo Control which took place on No- 
vember 12 at the Hotel Statler in Buffalo, 
members were prepared to discuss their 
policies relative to the retention, destruction, 
and control of their records. Under pres- 
ent conditions, which require such a volume 
and variety of recorded data to comply with 
various laws and regulations, the question 
of just what must be retained and what can 
safely be destroyed to conserve space is of 
great importance to controllers. Mr. Howard 
E. Riordan of the Colonial Radio Corpora- 
tion and a director of the Control was the 
discussion leader. 


EMPLOYMENT 


Controller, or Assistant 


Certified public accountant seeks execu- 
tive position with growing industrial con- 
cern, preferably in St. Louis, as controller 
or assistant to financial executive. Has wide 
experience in accounting, financial mat- 
ters, costs, systems, income taxes, reports 
and financial statements. Available in from 
two to six months. Age 41. College grad- 
uate. Married. Reliable references. Con- 
fidential. Box No. 358, “The Controller.” 





PUZZLED? ABOUT SOME 
CONTROLLERSHIP 
PROBLEM? 
| The Controllers Institute of 
America, or some individual mem- 
ber or small group of members, can 
help you. One or more of these 
_men has in all likelihood encount- 
| ered the very situation which is 
bothering you. Through The In- 
stitute you can reach as many men 
in this field as you wish, either di- 
rectly or with the cooperation of 

| The Institute. 











Controller’s Assistant—Financial 


Available at moderate salary. Experience 
of fifteen years as executive of banks of 
high standing in the Middle West, and 
past five years as operating trustee of a 
large public utility reorganization under 
Section 77b. During period of his manage- 
ment, net profits were increased $186,000. 
Familiar with the east, the middle west, and 
the southwest, and acquainted with promi- 
nent bankers and other business executives 
in these regions. University graduate; good 
presence, energetic, desires position requir- 
ing his ability and experience. Address No. 
359 “The Controller.” 


Controller—$12,500 


Successfully connected with present em- 
ployer—a manufacturing company—for 
more than thirteen years. Will be inter- 
ested to change only for added responsibil- 
ity and commensurate salary. His present 
duties are those of treasurer, controller, 
buyer of insurance, credit manager, and of- 
fice manager. Age 47, married, accountancy 
graduate, interested in Philadelphia and 
Wilmington territory. Address No. 360, 
“The Controller.” 


Vogel’s Article Reprinted in 
“Retail Executive” 

The article which appeared in THE Con- 
TROLLER for September, 1940, entitled 
“Bookless Bookkeeping Successfully Used 
by Chicago Concern,” by Mr. John L. 
Vogel, vice-president of the Signode Steel 
Strapping Company, Chicago, was reprinted 
by permission in the November issue of 
The Retail Executive, a publication of the 
Fairchild News Service. 


Study of Investment Banking 
Published by University 


The Institute is pleased to acknowledge 
receipt from the School of Business Ad- 
ministration, University of Michigan, of a 
complimentary copy of “Investment Bank- 
ing under the Securities and Exchange Com- 
mission” which was recently published by 
the University’s Bureau of Business Re- 
search. 


MEYER PRESIDENT OF BANK 
CONTROLLERS 


Mr. Charles Z. Meyer, controller of The 
First National Bank of Chicago, recently 
was elected president of the National Asso- 
ciation of Bank Auditors and Comptrollers. 
This announcement appears in the Novem- 
ber issue of “National Auditgram,’’ the 
official publication of that organization, 
which reports the Sixteenth Annual Conven- 
tion of the Association held in October at 
St. Louis. Mr. Meyer has been a member 
of The Controllers Institute of America 
since September, 1938. Other members of 
The Controllers Institute who hold office in 
the Association are Mr. C. W. Borton, 
Irving Trust Company, New York City, 
who is first vice-president, and Mr. O. A. 
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Waldow, National Bank of Detroit, who is 
second vice-president. 

The “Auditgram” also publishes a pape: 
on “Excess Profits Tax Law and Plant Ex- 
pansion Contract Loans,” which was de- 
livered before the Baltimore Conference of 
the Association on October 17 by Mr. James 
T. Carter, vice-president and general coun- 
sel of The Fidelity Trust Company, Balti- 
more. The members of the Baltimore Con- 
trol of The Controllers Institute of America 
will recall with pleasure that they also en- 
joyed the privilege of having Mr. Carter as 
guest speaker at their Control meeting on 
October 23. 


PHOENIX S. FRANKS 


Mr. Phoenix Sylvester Franks, vice presi- 
dent and a director of the G. R. Kinney 
Company, New York City, passed away on 
November 28 at the Reception Hospital, 
Saranac, New York. He lived at 4445 
Hill Avenue, New York City. For eleven 
years he was engaged in the practice of pub- 
lic accounting, until in 1927 the Kinney 
Company employed him to take charge of 
its accounting department. He was ap- 
pointed vice president, assistant secretary, 
assistant treasurer, and a director not only 
of that company but of three subsidiary 
firms, the Educator Shoe Corporation, En- 
zel of Paris, Inc., and Lester Shoe Stores, 
Inc. He was forty-two years old. He was 
elected to membership in The Controllers 
Institute of America on October 16, 1933. 
His certificate of membership was Num- 
ber 223. 


ERNEST C. SCOBELL 


Mr. Ernest C. Scobell, vice-president and 
controller of Rochester Gas & Electric Cor- 
poration, of Rochester, New York, died 
December 11, at Hester, New York, after 
five weeks’ illness with a heart ailment. He 
was 63 years of age. 

A native of Cape Vincent, Mr. Scobell 
attended high school in Kingston, Ontario, 
and went to Rochester in the 1890's. He was 
a past president of the Empire State Gas & 
Electric Association. When Mr. Scobell 
went to the Rochester Gas & Electric Cor- 
poration it was as a clerk. 

For the last six years he was president 
of the Rochester Club. He was a member 
of the Episcopal Church. 

Mr. Scobell became a member of The 
Controllers Institute of America on April 
30, 1937. His certificate of membership was 
number 934. He was helpful in organiz- 
ing the Rochester Control and took « promi- 
nent part in its activities. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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Accounting Reform Overemphasized as Protec- 
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Article—H. C. Hasbrouck 
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Audit, Public. How To Obtain Economical 
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Article—John L. Vogel 
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“Disposition of Inactive Records’ 
by Policyholders Service Bureau of 
the Metropolitan Life Insurance 
Company 

“The Economics of Corporate Enterprise” 
by Norman S. Buchanan 

“Estate Planning to Minimize Taxes” 
by Morse Garwood 
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Spud Sreotes Cit 
Accountin 
Waste... 


Scene in the Accounts Receivable Department where Sundstrand 
Class A Accounting Machines provide speed, dependability and 
complete mechanical control over accuracy. 
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Ri. 


HERE'S not much you can teach 

the Axton-FisherTobaccoCompany 
about making good cigarettes. And 
there’s mighty little, too, you can show 
them about cutting accounting costs. 
Let Treasurer C. Palmer Parker tell you 
in his own words about one of their 
latest short cuts to economy. 

“During October, 1936, we installed 
two Sundstrand Class A accounting ma- 
chines. 

‘Each machine handles approxi- 
mately 3,500 customers’ accounts. 

“Prior to the installation of these ma- 
chines, all of our posting was done by 


COPYRIGHT 1938, UNDERWOOD ELLIOTT FISHER COMPANY 


This is the Sundstrand Class A Accounting Machine. Features: electric 
eperation, automatic balances, direct subtraction, only ten figure keys, 
line proof and air-cushioned tabulation. 


hand. Under the present ar- 

rangement two employees 

do the work and at the close 

of business each day, the 
customers’ accounts are in agreement 
with the control account. This proce- 
dure is of material assistance to the 
Credit Department in analyzing and 
preparing statements.” 

No matter what your particular ac- 
counting problem may betheright solu- 
tion is sure to be found if you have your 
accounting staff get together with 
Underwood Elliott Fisher. Three com- 
plete lines of machines with a variety 


Underwoo 


ELLIOTT FISHER ACCOUNTING MACHINES 


of models in each enable Underwood 
Elliott Fisher to equip you for a com- 
plere accounting job... maintain your 
books in daily balance, keep up-to-the- 
minute facts constantly on tap and in 
general, giveyoua better, more econom- 
ical accounting job. Every Underwood 
Elliott Fisher Machine is backed by 
nation-wide, company-owned service 
facilities. 

Telephone our nearest Branch or 
write for full particulars today. 


Accounting Machine Division 

UNDERWOOD ELLIOTT FISHERCOM PANY 
iccounting Machines, Typewriters, Adding Machines, 

Carbon Paper, Ribbons and other Supplies 
One Park Avenue, NewYork,N.Y. 

Sales and Service Everywhere 

Underwood Elliott Fisher 

Speeds the World’s Business 








More Than 100 Different ALLEN WALES Models 
More Than 400 Distributing Points in U.S. A. 
More Than 600 Percent Increase in Sales 

In The Past 6 Years 


These Figygres Are Of Importance To All 
1UF-T=5 cro) aw aUolonbete me \/Cocolebbel-\ mm 


Manufactured Since 1903 ALLEN WALES 
IW Corel ebbel=-e a0 c- Me at-lelolepeby4-to ln royal Welsh 
ACCURACY—SPEED and DEPENDABILITY 


Models Are Available For Every Type Of 4 

. , ; i ur Low Priced 
Business Covering The Widest Possible Pounter Machine 
Range of Requirements . 


Machines Are Priced From $75.00 And Our Nearest Agency Will Be Glad. 
sown R-) am Gob baa @)el- Me A pesto) be: OS) ire fonstoset —Telephone Them or Write Us 


ALLEN-WALES ADDING MACHINE CORPORATION 
eo pad, 444 Madison Avenue, New York, N.Y. 
SALES AND SERVIGE IN 400 AMERICAN CITIES AND IN 40 FOREIGN ou 
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